
John w. losse, Jr. 
PRESIDENT-MINING DIVISION 

June 14, 1991 

Mr. William J. Weis 
U.S. Environmental Protection 
Region 9, Field Operations 
75 Hawthorne St. (Mail stop H-8-3) 
San Francisco, CA 94105 

Dear Mr. Weis: 

Federal Resources 
Federal Resources Corporation 

51 West South Temple Suite 480 
P.O. Box 806, Salt Lake City, Utah 84110 
801 355-7260 Fax: 801 521-6400 

As requested, I enclose copy of a diagram showing the predecessor 
companies, distributions and I'flergers which have led to Federal 
Resources Corporation (Nevada) as survivor. 

I have discussed our conversation with three former directors of 
Federal who have some recollection of events which took place in 
the early and mid - 1950's. Unfortunately, operating and geology 
staff persons of that era - Lee Meserly, Robert B. Schick, Norman 
Williams and Ralph Neyman - are all deceased. The president of 
Federal during the 1958-1982 period is also deceased. This office 
has no operating files, minutes or merger documents which go back 
to that period, apart from the diagram noted above, along with 
stockholder lists for several of the entities listed there. One 
of the functions of this office is to authorize exchange of 
predecessor shares when presented. 

One of the former directors, Donald V. Peters, stated to me that 
his recollection is that after the 1955 mergers, which included 
Santa Fe Uranium Company (Utah), all operations in New Mexico were 
halted and all equipment was sold, often at distress prices. 

We expect to be able to send you copies of Form 10-K reports of 
Federal Resources Corporation within the next two weeks or so. 

Very truly yours, 

FEDERAL RESOURCES CORPORATION 

JWL:glp 

SDMS DOCID # 1156361
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3/17/1 
0099960 
FEDERAL RESOURCES CORPORATION 
57 WEST S TEMPLE STE 410 
SALT LAKE CITY, UT 84101 

TELEPHONE: 801-355-7260 

DUNS NUMBER: 00-793-8889 

PRIMARY SIC: 1021 
SECONDARY SIC: 1041 

1044 
1031 

(Copper ores) 

YEAR STARTED: 1955 

EMPLOYEES TOTAL: 
EMPLOYEES HERE: 

THIS IS: 

(Gold ores) 
(Silver ores, nsk) 
(Lead-zinc ore mining) 

8 
4 

ANNUAL SALES ($): 

A HEADQUARTERS LOCATION 
HISTORY: 
12/06/90 

400,000 

SCOTT A BUTTERS, PRES 
MELISSA BERKOWITZ, SEC 
DIRECTOR(S): The officers 

JOHN W LOSSE, V PRES-TREAS 

The company's stock is 
shareholders. 

PAUL E HANNESSON, STOCKHOLDER 
identified by (+) and Bentley J Blum. 
traded over the counter. There are 15, 

Business started 1955 by investors. 42% of capital stock is owned 
Bentley J Blum. 14% of capital stock is owned by Paul E Hannesson. 1% 
capital stock is owned by John P Kotts. 1% of capital stock is owned 
John W Losse. 42% of capital stock is owned by the general public. 

SCOTT A BUTTERS born 1955. 1980 and continues here. 1976-79 atten 
and graduated with an MBA degree from University of Utah. 

JOHN W LOSSE born 1916. Graduated from Washington University, 
Louis, MO with a BS degree in business administration 1937. Gradua 
Harvard School of Business with an MBA degree in 1939. 1939-41 and 1945 
J W Losse Tailoring Co, St Louis, MO secretary-treasurer; 1941 s 
interest with no loss to creditors. 1941-45 United states Navy. 1955 
Uranium Reduction Co, Salt Lake City, UT secretary-treasurer. 1962-65 At 
Minerals, Salt Lake City, UT vice president of finance. 1965-70 Ameri 
Zinc Co, St Louis, MO vice president finance. 1970-71 Conrad Inc, St Lou 
MO vice president finance. 1971 and continues here. 

MELISSA BERKOWITZ. Not active here, active in Bentley Blum's offic 
PAUL E HANNESSON, not active here. An investor residing in New Yo 

1979-82 senior vice president and Chief Financial Officer of Overhead D 
Corporation, a New York Stock Exchange listed company located in Dall 
TX, engaged in the manufacture of products for the transportation 
construction industry. Prior to, was a group vice president and Ch 
Financial Officer of Slaughter Brothers Inc, a lumber produ 
manufacturer, located in Dallas, TX. 



~, 

BENTLEY J BLUM, not active here. An investor residing in New Yo 
NY. Chief Executive Officer of Berkshire Coal Corporation. 

On Jun 27 1989 the company's subsidiary, Kenyon Home Furnishings, 
filed a voluntary petition under Chapter 7 of the United States Bankrup 
Code, case #B89-01438. The petition was filed in the United Sta 
Bankruptcy Court for the Middle District of North Carolina. 

OPERATION: 
12/06/90 

Mining of copper, gold, 
susidiaries. Sells for cash 80% 
Sells to smelters and equipment 
and Canada. Nonseasonal. 

silver and zinc (100%) through 
balance net 60-90 days. Has 20 accoun 
manufacturers. Territory : United Sta 

EMPLOYEES: 8 including officers. 4 employed here. 
FACILITIES: Rents 1,000 sq. ft. in eight story brick building in g 

condition. 
LOCATION: Central business section on main street. 
SUBSIDIARIES: All subsidiaries are wholly owned. 
1. Camp Bird Colorado Inc, Ouray, co (100%). Silver, gold, lead 

zinc mining. Acquired 1963, currently held for sale (inactive). 
2. Madawaska Mines Ltd, Bancroft, Ontario, Canada (100%). Uran 

mines. Started 1971 (inactive). 
3. Pratt Coal Co, Salt Lake City, UT (100%). Coal rights under le 

to adjoining operator. Started 1971 (inactive). 
Intercompany relations: Consist of limited management services. Th 

are no guarantees. Mining operations are inactive. 
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THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES 
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

· Detail Display of Corporate Data for Nevada 
For: FEDERAL URANIUM CORPORATioN 

- u o&.\ 
Valid thru: 02/19/91 

Item Number: 1 
/U'Jl..- ~Vl -~10~ 

- (,,'Jf7 .SZ.<.rl 

' FEDERAL RESOURCES CORPORATION 

Corp No: 11-'55 Domestic Date: 01/04/1955 

Corp Type: PERPETUAL REGULAR 

Incorporated in: NEVADA 

Status: CURRENT LIST OF OFFICERS ON FILE as of 12/20/1990 

Mailing Address .. : NO ADDRESS INFORMATION ON FILE 
PAGE 1 - press ENTER for next page, c for current, Q to quit: 

\ 

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES 
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

Detail Display of Corporate Data for Nevada 
For: FEDERAL URANIUM CORPORATION 
Registered Agent Information 

Registered Agent Status: RESIDENT AGENT ACCEPTED 

Valid thru: 02/19/91 



THE FOLLOWING INFORMATION .. IS NOT OFFICIAL. CERTIFIED COPIES 
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

Detail Display of Corporate Data for Nevada 
For: ,FEDERAL URANIUM CORPORATION . . \ 

Registered Agent Information 

Registered Agent Status.: RESIDENT AGENT ACCEPTED 

Assigned Date: 07/01/1975 . Resigned Date: 

CORPORATION TRUST CO OF NEVADA 
SUITE 1600 · 
ONE EAST FIRST ST 
RENO NV 89501 

Valid thru: 02/19/91 

PAGE 2 - press ENTER for next page, P for prior,. C for current, Q to quit: 

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES 



MUST. BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

Detail Display of Corporate Data for Nevada 
For: FEDERAL URANIUM CORPORATION 
Officer/Director Information 

Officer/Director Count: 3 

ANNUAL LIST OF OFFICERS 91 - 92 . Filed on 12/20/1990 

Assigned Date: .01/19/1984 Resigned Date: 

SCOTT A. BUTTERS 
PRESIDENT 
PO BOX 806 
57 WEST SOUTH TEMPLE 
SALT LAKE CITY UT 84110 

Assigned Date: 01/19/1984 Resigned Date: 

Valid thru: 02/19/91 

PAGE 3 - press ENTER for next page, P for prior, Q to quit: 

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES 
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

Detail Display of Corporate Data for Nevada 
For: FEDERAL URANIUM CORPORATION 

MELISSA C. BERKOWITZ. 
SECRETARY i 

34TH FL. 150 E. 58TH ST. 
NEW YORK J NY 10155 

Assigned Date: 01/19/1984 Resigned Date: 

JOHN W. LOSSE, JR. 
TREASURER 
SUITE 410 
57 W. SOUTH TEMPLE 

Valid thru: 02/19/91 



SALT LAKE CTY UT 84101 

PAGE 4 - press ENTER for next page, P for prior, Q to quit: 

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES 
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

Detail Display of Corporate Data for Nevada 
For: FEDERAL URANIUM CORPORATION 
Other Information 

Ref No: 955000110 

STATUS DATES INFORMATION 

, Sixty day date as of ••.•. 

Valid thru: 02/19/91 

Current Annual Date as of 12/20/1990 
Delinquency Date as of .•• 02/01/1990 ,,/' 
Revocation Date as of .•.. 
Reinstatement Date as of. 
Dissolution Date as of ... 
Perman't Revke Date as of 
Name Consent Date as of .. 
Latest Date as of ........ ,12/20/19~0 

PAGE 5 - press :ENTER for next page, P for prior, Q to quit: 



THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES 
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

Detail Display of Corporate Data for Nevada 
For: FEDERAL URANIUM CORPORATION 

Restore Date as of ...•..• 

Liability Status: CORPORATION HAS LIMITED LIABILITY 

Original Incorporation Information 

Dollar Value ............ : 
Par Share Count •........ : 
Par Value ............... : 
No Par Share Count ...... : 
No. of Beginning Chapter: 
No. of Ending Chapter ... : 

NO GAMING ACTIVITY 

Corporate Purpose: MINING) 

;$ 2 f 0 0 0 I 0 0 0 f 
0 
$0. 01.0 
0 
0.000 
0.000 

Valid thru: 02/19/91 

PAGE 6 - press ENTER for next page, P for prior, Q to quit: 

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES 



MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

Detail Display of Corporate Data for Nevada 
For: FEDERAL URANIUM CORPORATION 
History Information 

Number of page's filed: o 

***** PREVIOUS OFFICERS LISTING ***** 

Valid thru: 02/19/91 

Previous Status ••....... : 
Previous Thru Date ...... : 

CURRENT LIST OF .OFFICERS ON FILE 
i2/20/1990 

Previous Type ........... : 
Previous Year End ....... : 
Previous no. of Officers: 

ANNUAL LIST OF OFFICERS 
1991 
4 

SCOTT A. BUTTERS 
PO BOX 806 
57 WEST SOUTH TEMPLE 

PAGE 7 - press ENTER for next page, P for prior, Q to 'quit: 

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES 
'MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

Detail Display of Corporate Data for Nevada 
For: FEDERAL URANIUM CORPORATION 

SALT LAKE CITY UT 84110 

MELISSA C. BERKOWITZ 
34TH FL. 150 E. 58TH ST. 
NEW YORK NY 10155 

MORE OFFICERS/DIRECTORS ON LI.ST 

***** AMENDMENT INFORMATION ***** 

No. of Amendment Recs: 18 

Valid thru: 02/19/91 



01/21/1955 OTHER AMENDMENT 
CERTIFICATE OF AMENDEMENT 

04/27/1955 MERGER 
PAGE 8 - press ENTER for next page, P for prior, Q to quit: 

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES 
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

Detail Display of Corporate Data for Nevada 
For: FEDERAL URANIUM CORPORATION 

AGREEMENT OF MERGER: MERGING FEDERAL URANIUM 
SEVERAL OTHER CORPS. INTO THIS CORP ... 

01/25/1956 MERGER 

Valid thru: 02/19/91 
CORPORATION, (A UTAH CORP.), 

AGREEMENT OF MERGER: MERGING ELK RIDGE URANIUM COMPANY, (A UTAH CORP.), IN 
THIS CORP ... 

10/29/1958 OTHER AMENDMENT 
CERTIFICATE OF AMENDMENT TO ARTICLES OF INC. 

05/02/1960 MERGER 
AGREEMENT OF MERGER: MERGING RADOROCK RESOURCES, INC. INTO THIS CORP ... NAM 
CHANGE PURSUANT TO MERGER ... 

05/02/1960 CHANGED NAME FROM 
PAGE 9 - press ENTER for next page, P for prior, Q to quit: 
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THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES 
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. 

Detail Display of Corporate Data for Nevada 
For: FEDERAL URANIUM CORPORATION 

FEDERAL URANIUM CORPORATION 

02/22/1982 CHANGE CAPITAL 
CAPITAL STOCK - WAS $2,500,000.00 - 5,000,000 @ .50 

02/22/1982 MERGER 

Valid thru; 02/19/91 

CERTIFICATE OF OWNERSHIP MERGING SOFTWARE RESOURCES, INC. {A UTAH CORP) INT 
THIS CORP 

11/09/1982 MERGER 
CERTIFICATE OF OWNERSHIP MERGING CAN-FED RESOURCES CORPORATION {A NEV CORP 
#650 67) INTO THIS CO~P 

03/08/1984 CHANGE CAPITAL 
CAPITAL STOCK WAS: $15,000,000.00 = 30,000,000 @ $.50 

PAGE 10 - press ENTER for next page, P for prior, Q to quit: 

THE FOLLOWING INFORMATIO~ IS NOT OFFICIAL. CERTIFIED COPIES 



FAX TRANSMISSION 

r-----...------_,,....( ---------------·-
To 

From 

I Pages 

Subject 

Note 

Name: 

Organization: 

Mail Stop: 

Area Code 
FAX No.: 

Area Code 
Verification No.: 

Name: 

Number 

?Jo 1 - s~ 1·- ''1 o-cJ 

Number 

• I 
IA), ((..1 'On.. ....) . LV ~IS 

U.S. Environmental Protection 
Region 9, Field Operations 
75 Hawthorne Street 
San Francisco, California 94105 hJ .., "?:t, -.1. 

Division I Branch (mail stop): 

Phone No.: 

Fax No.: 

I (Including cover) 

fYt ~ f' o F 

"J'vl'l-e i I 

Area Code 
415 

Area Code 
415 

Number 

Number 

H ~'/ ~/~1<.P 

.) 
/C,'Cj/ 

f....( t f 

/VI <1 'v 1-l /•~I \J 

744. 1916 
FTS 484 • 1916 



John W. Losse, Jr. 
PRESIDENT-MINING DIVISION 

August 6, 1991 

Mr. William J. Weis 
U.S. Environmental Protection 
Region 9, Field Operations 
75 Hawthorne St. (Mail Stop H-8-3) 
San Francisco, CA 94105 

Dear Mr. Weis: 

Federal Resources 
Federal Resources Corporation 

57 West South Temple Suite 480 
P.O. Box 806, Salt Lake City, Utah 84110 

801 355-7260 Fax: 801 521-6400 

Pursuant to my letter dated June 14, 1991, enclosed please find 
Federal Resource Corporation's Form 10-K for the year ended 
December 31, 1990. Form 10-K's for 1988 and 1989 have also been 
filed but provide no significant additional information. 

Very truly yours, 

FEDERAL RESOURCES CORPORATION 

WEIS86 
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For the Fiscal Year 

SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 

FORM 10-K 

Annual Report Pursuant to Section 13 or 15 (d) of 
th'e Securities Exchange Act of 1934 

Commission File Number 1-5021 
· Ended December 31, 1990 · 

FEDERAL RESOURCES CORPORATION 
(Exact name of Registrant as specified in its charter) 

Nevada 87-0224568 
(State or other jurisdiction of incorporation or organization) (LR.S. Employer Identification Number) _ 

.. ·. .· ' . . '. - . ·. 

150 East 58th Street, 34th Floor, New York, New York 
.. (Address of Principal Executive Offices) 

Registrant's.telephone number, including ·area code· (212) 935-5033. 

'' 

Securities registered pursuant to Section· 12 . (b) of ·the Act: · 

10155 . 
. (Zip C?de) 

. . :· ... 

Title of each class 
Common Stock_ $.01 Par Value 

Name· of each exchange on which registered 
. None 

. l~dicate by check· mark whether the registrant (1) has filed all reports required to be filed by 
Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or such· 
shorter period. that the registrant was required to file Such repori,s),. and. (2) ·has been· subject· to,. such 

· ... filing requirements for. the p~st :go· days. · · · . YES_ :NOL · · · . : · · · · · :. · : · · 

The aggregate market value of the voting stock of· registrant held by non-affiliates as of 
December 31, 1990 ·is unknown as the registrant's stock was not trading at that date. 

As of December 31, 1990; there were 35,358;766 shares of registrant's $.01 par valu.eGommon 
· Stock outstanding. . . . .. . . . . _ ; .. 

,- .. 
·~ ..• = ... 

~ . . · ... 
''. 
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.-- . :·~- .. -~ .. ·_· ~~- -

.· ... · .. : . . · DOCUMENTS INCORPORATED, ~y REFERENCE: . :· . : ..... ._ :; . 
. , : · . Pursuant to General Instruction G of Forrl) 10-K, the following documents are incorporat.ed herein '_ 
by ·reference: . · · · · · · · · ·. · . :.. · · · " · · -. · · 

.: •• ~.·.'-·:··'' :···. -"~' .· .· ·. ,.,~J··,· .{-': .. ~:-~~:.,~_.··:··., : .. 1,·-;;:'!, '. ~-,·. 
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PART I · 
J· 

_As described in the Company's Amended Form 10-Kfor the.year ended December 31, 1988, · 
. ·it was determined, in May 1989, that a material fraud relating to the wholly owned subsidiar)', Kenyon 
Home Furnishings, Ltd. ("Kenyon"), had been perpetuated by certain officers and employees of Kenyon 
over a several year period. Federal Resources Corporation ("Federal' or the •company") had acquired 
all of the outstanding common stock of Kenyon on April 29, 1988. The fraud occurred both before and 
after the ·acquisition of Kenyon by Federal. . 

Ori June 2, 1989, the Company announced that the consolidated financial staterT)ents of Federal 
included in its Annual Report on Form 10-K as referenced above and the financial statements of Federal 
included in its Quarterly_ Reports on Form 10-Q for the quarters ended June 30, 1988, September 30, 
1988 and March 31, 1989 should not be relied upon. The financial statements of Kenyon dated April 
29, 1988 and included in Federal's Current Report on Form 8-K dated April 28, 1989 also should not 
be relied upon. · 

. . - . 

Federal .also announced that its independent auditors and the. prior independent auditor for' 
Kenyon had informed Federal that the respective reports· of sue~ auditors, where app!icable, on the· 

.. foregoing f!nancial statements should not be relied upon or associated with such financial statements. 

·.At the time of. the Kenyon fraud discovery, _.Federal ·had announced its· intention to sell its 
common stock interest in Mid-West Spring Manufacturing . Company, a ·subsidiary engaged in the 

, manufacture .and .distribution of specialty springs. · 1n addition, the Company's Board of Directors h_ad 
authorized a· spin-off pu.rsuant to which' its coris~mer .retail· business . (New 'Generation, Inc.) and its 
mining operations would have been trans~erred .to a newly foqTied subsidiarY. · 1twas Intended that t~e · 

· . stock of this newly formed subsidiary would have been 'distributed _to the Company's common 
stockholders .. Had these transactions occurred, the Company's operations would have consisted solely 
of the furniture manufacturing and ·distributing activities of Kenyon. · · · · · ,. · 

. · Because of the Kenyon fraud, the sale of Mid-Wes(Spring on June 22, 1989, and the sale of 
New Generation on December 29, 1989 (as further described. herein}, the following narrative concerning 
these ·discontinued operations of the Company has been reduced in ·length.· . . 

. : .· .. 

The 1988 Amended Form 1 o-K. the 1989 Form 10-K, and this 1990 Form 10-K are being Jiled 
simultaneously. · · · · · 

ITEM 1: . BUSINESS 
. . . . . 

Federal Resources Corporation is the successor to a Nevada Corporation formed in 1955. From 
1955 to 1982, Federal was principally engaged in the business of acquiring, exploring and developing 
mining properties located in the United Sta~es and Canada, including uranium, lead, zinc, gold, silver, 
copper and coal properties. · Due· to adverse market conditions that made its. mining operations 
unprofitable, Federal substantially. curtailed all such operations in .1982.' .Since 1982 the Cornpany, as 
a result of certain acquisitions made in 1986,' 1987 and 1988, has operated in four 'priricipai business 

. _segment~: naturai resources, light . industrial , n:ianufacturing, 'retail ' ~perations and . ,furniture . 

. >\. :J,~~ ~~n~;;icturing. · · ;< : , . .;·>·;, ··::rI .. ;.'.:-,~·.:,~~ :. '.'- ::;:.;.:, . .,>,;:/,: ... · · '._; :,.:,,, __ <:·:~~'~'.:·~:>~·;,;:,: . ·,,:. · .. · ·.. ·' ... : .. 
·REORGANIZATION oF THE coMPAN~--olscONf1NuEo OPERATIONS .·· ... · 

··~ . "' : 
-~ .,. .. . . :' . .. · ' -- ..... :.:. :;~· _ _.- , .. '. ··. - '-·~. ·. 

,·: . •· .· .. ·. • ~ : In February, 1989,- the'°' C~rnp~~y announ~Jd ' Its :iritentiori ·.to ;.s~n:. its 'spring . manufacturi~g ' 
::'"~;subsidiary.·· Federa1·s· iritere~tiri the su~idiar)/. was held.through ,a'100%-~ommon stock~interest iri . .Mid-
. West Spring. Holding Corporaiion'("M-WS Holding•r. Th~ subsidiary ;v{as. engaged, 'irithe rrranUfacture ... 

.... and distribUtioh :Of ,specialty .• precision ·~rings. · JThe sale otth.i(.subsidiary was c:9itjpletep on June:22, .. . > · · : · · · · 
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~ · 1989 for $24,720,000. Proceeds to the Company, net of M,WS Holding debt repayment and ~ransaction 
costs, were $4,686,000 in cash and a subordinated note receivable for $1,400,000. FEderal also 
received a warrant to purchase 3% of M-WS Holding's acquirer and a warrant to purchase cti additional 
3% if the subordinated note receivable is not paid by December 31, 1992. As described herein, this 
subordinated 6ote receivable has been assigned to a bank in settlement of a debt of the Company. 
Federal realized 2 gain in the year ended December 31, 1989 of $3,370,749 from the sa\2 of M-WS 
Holding. 

On December 29, 1989, the Company sold its consumer electronics subsidiary, New G·::neration, 
Inc. ("New Generation"), to a company formed by Federal's former President. and New Generatio_n 
management. Net proceeds from the sale included a $990,000 10~25% subordinated note receivable 
from the buyer and the buyer's assumption of $1, 100,0bO of Federal's debt to a bank; Fooeral had 
borrowed $2,500,000 from the bank in February 1989 primarily for working capital of New G-eneration. 
With the sale, Federal assigned a $1,400,000 subordinated note receivable to the bank in full 
satisfaction of the remaining $1,400,000 of Federal's indebtedness to the bank. Federal rea!lzed a gain 
for the year ended December 31, 1989 of.$3,545,219 from the sale of New Generation. 

REORGANlzATION OF THE COMPANY~-INVESTMENT (LOSS) IN UNCONSOLIDATED SUBSIDIARY 

.As previously stated, on April 29, 1988, the Compc:lny acquired all of the. oUtstanding common 
stock of Kenyon Home Furnishings, Ltd., in exchange for cash of $500,000; 4,500,000 shares of Federal 
common ,st_ock; a $4,500,000 subordinated note payable and a $1 ;400,000 obligation p~ya~e iri 1990. 

. In May ,1989, it was det~rmined that a n~ater~l ·f~.a~d tl~d be~n ·p~·rp~t,rated by· c~rtain officer~ 
. and employees of Kenyon over·. a several year . period. . After. the detection of the fraud, Kenyon filed 
'.Chapter 7 bankruptcy._ · The. b~rikruptcy .trustee· and "various law ·enforcement agencies have all 
documents and supporting evidential matt.er aboUt the finanCial condition, operations and transactions 

· of Kenyon. The Company is unable to ·obtain the neces.sary evidential matter to reconstruct the 
financial statements coricernirig Kenyon's assets, 'liabilities and operati.ons. · Because of the fraud, 
-subsequent bankruptcy and liquidation, ·the. acquisition . of Keny.on. has , been recorded as an 
unconsolidated subsidiary. At December 31, 1988, the entire investment in Kenyon was written off and 
an estimated reserve of $495,000 was established to cover estimated losses arising from the fraud and 
bankruptcy of Kenyon. At December 31, 1989 the remaining balance of the reserve was $297,030, and 
at December 31, 1990 the entire reserve balance was ut.ilized. It is not known at this time what 

· additional funds may be spent to cover the continuing litigation and other _costs relating to the Kenyon 
fraud and bankruptcy.· 

The Company is a defendant in litigation brought by the Trustee of the Kenyon Bankruptcy. 
The Trustee is aJleging preferential transfers and fraudulent conveyances by Kenyon to the Company 
and seeks to recover approximately $1.7 million. Management denies it is liable to the Trustee and is 
vigorously defendi~g this suit. · · -

' .. . 

Empiovees of F~d~r~i . . , . · · · ·· 

• 1 -··. ,,: : . ;~ ·· •• . . · · ): 4\C:t 6e6~be~ ~1 :,<,~ '99b: :1h~·~cbn~i,nu"i~~~.J~er.~tib~~?.·6fF~~~er~i·~;~;J·p;~y~d:;f6'6r :•:J~o~1-~/~ lo11ow~\· · ·· · · · , 
. · , two full-time and two part-time people were :employ~d atthe Company's offices in Salt Lake City, Utah .. · 

··. · · · • .. · .. :. · The Company believes,that labor relations y.rith its employees are .good.. . " . ·. ·· . . 
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Mining Operations 
Camp Bird Properties 

Camp .Bird Colorado, Inc. ('Camp Bird'), a wholly owned subsidiary of Federal, ovms gold arid 
silver mining properties located in Ouray and San Miguel Counties, Colorado. The properJ.::s include 
a 500-ton per day flotation mill and related facilities, 144 patented mining claims, 13 paten'.;d mill site 
claims, 149 unpa:ented mining claims, and the Camp Bird tunnel and underground wo:kings. In 
addition, Camp Bird owns 'all of the outstanding capital stock of Camp Bird. Tunnel, Mining & 
Traf1sportation Company. In the past; the Camp Bird mine and mill has produced gold and silver in 
concentrates, together with varying amounts of non-ferrous metals such as copper, lead and zinc. From 
October, 1981 through ·July 1984, Camp Bird suspended operations due to low metal prices. 

· Operations were reactivated on a very limited basis in July, 1984. 

On August· 14, 1986, Camp Bird entered into a lease and option agreement (the "l£ase") with 
Chipeta Mining Corporation, a Delaware corporation, Royal Gold, Inc., a Delaware corporation, and 
Ouray Venturers, Inc., a Colorado. corporation (collectively "Lessees"). · 

"' . Pursuant to the terms of the Lease, the Lessees took over operations of the Camp Bird 
· . properties. During the Lease Period (as defined in the Lease) the Lessees .paid four quarteiiy principal 

· payments of $11,250 and were required to (i) pay the interest obligation of the Company's reiated bank 
·.loans,· (ii) expend no less than $83,000 per ·month for exploration on the properties and (iii) pay a 
minimum recoupable advance royalty of $2;000 per month. The Lease also provided the Lessees with 

.·· an option to purchase the properties. . . . . .. : •' . • . . 

· On April 22, 1990, the Lessees terminated the Lease and Option to purchase .the Camp Bird 
properties. The Camp Bird properties are currently fo.r sale. · · · · 

Mining Operations 
Lordsburg, New Mexico Properties 

The. Lordsburg Properties are located in Hidalgo County, New Mexico. The holdings encompass 
approximately 12.0QO acres and include. the Banner Mine patented .arid. unpatented min~1g claims, 
leases on contiguous prpperties, an i,nactive 450 ton-per-day flotation mill, and ancillary facilities. 

As of September 1, 1987, the Company ·entered into a .Purchase Agreement wtth. Westar 
. Corporation,. an Idaho Corporation ("Westar") .pursuant to which Westar agreed to acquire the Lordsburg 
properties for $1,950,000. The Company received $50,000 in cash at the closing and 240,000 shares 
of Westar restricted common stock,' with a guaranteed value of $360,000. The stock was to be 
registered within six months. The remainder of the purchase price was to be paid in four quarterly 

· installments of $175,000 beginning March 1, 1988, with the balance to be paid, at Westar's option, by 
(a) a lump sum payment of $740,000 (resulting in a $100,000 discount on the purchase priee) or, (b) 
by the delivery of five promissory notes in equal principal amqunts of $168,000, with interast at 10%. 
payable quarterly beginning March 1, 1989. · In addition, Federal would have been. entitled to receive . 

: ·royalties from. the· operation ·of the ,Lor,dsburg Prpperties. :·.;...,;:';. f: ·>. ;.' .. · · , : :, ... , .1: · . : . . 
···:. " . ·;,:" ~~"~· . ~ :' '~:,:,·~~<:' ;: : ''.~":' ,,,. ,57;,:-;:?ti ... ' /r···~~~c'·:i.~:./\ :,',~~~~,::..1~.'i}.:;;'~ ~·'.':~·_;.?:;;:<.~>>·:·~i.>\.. . . . -.· . n, . '''" 

· ,: .: .: : ... yviestar made only the in~ialpayment of $50,000 and a $35,000 partial payment on tha $175,000 · 
inStallment that was due· March 1, · 19.88 fqllowing .the terms of- the Purchase AgreE!ment. All· of the 

.': cash. consideration· rec~i.ved pursuant to t.his Purchase .Agr~emel")t ·was applied by Federal to its mining· 
··.·-·,,><';; .. diyisi~~bank.debt ·:·.~>·,·, · .. •···.; ·.".:::·:> <:.<<_'.-.· ,.f.-.. ~ ... ::.<::_~~: ... :·.· ··<>.• ··.:~ .. ·· .. · .. ,·~, .... :.',"·: .. ···.: ... ··.:'•·-'. .. -: ..... ;.··. 
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'. . . 
On October 25, 1988, Westar filed torprotection under Chapter 11 of the U.S. Bankruptcy Code. 

On February 7, 19'90, the properties were returned to Federal by a stipulation in the U.S. Bcnkruptcy 
Court. Westar tendered a quitclaim deed to Federal, quitclaiming. all right; ,title, and interest tr.at Westar . 
may have held in the properties to Federal. · · 

Effective c.s of September 1, 1990, .Federal. entered into a Venture agreement with Goldfield­
Hidalgo, Inc., a Florida Corporation ('Goldfield'). The purpose of the venture is to facilitate e;,:ploration, 
development, mini.ng and milling at .the properties. Federal contributed the prope~iesto the venture .· ·· 
and Goldfield's contribution is to provide the working capital and management expertise to 'b:ing about 
production from t;he properties. The venture operates as The Lordsburg Mining Compi:ny and is · 
marketing flux materials· (which contain· varying gold, ·silver and copper values) to smelters in th.e .area 
of the property. Any proceeds that Federal may receive from the Venture are .pledf·=d to the 
Company's banks as security foi obligations owed ~o the.banks. 

Mining Properties 
Madawaska Mines· Properties : · .• ,: 

. ·: ...... , 

The Madaw~~ka Mines Limited--Consolidated Canadian Faraday · Lirhited (now ·Faraday 
Resources, Irie. ,rFRI'))° JointVeritu·re ('MMLJFRI Joint Venture") was formed' in 1980 .to min:;; mill and 
sell uranium concentrates mined from ·its properties. Jhe MMLJFRI Joint Venture had a contract to sell 

·. ccincentratesto AGIP Nuclear International, ·Ltd. ("AGIP"), an agency of the Italian government.· The 
Madawaska proparties are located near Bancroft:, Ontario, Canada.< Madawaska Mines Limited 

' ("Madawaska") I a Canadian corporation,. and, wholly' owned subsidiary of the Company. owns 51 % of the' . 
MMLJFRI Joint Venture. ·In.March, 1982, the MML/FRIJoint Venture agreed to endthe contract pur:Suant 
towhich it sold uranium concentrates tciAGIP. In connection with tile terrriination ofthis cornia6t, AGIP 
made a 'payment to the MMLJFRI Joint Venture,.of which the ·company received $1,731,ooo Cdn. 
Madawaska originally treated this, payment as a non:taxable return of capital but Revenue Canada ,and 
the. Ontario Ministry of. Revenue have treated this' payment as a capital gain.· The Company has . 
eStablished reserves totaling $944,ooo for the liability cit the 'tax assessment, including iriteresl and other ' 

. costs of $479,000. The MMLJfRI Joint Venture mining ,properties have been under the· airec::ion of FRI 
, . sir:ice July 1982. · · · . > · ,. · · · .• · · 

.;: ' 

Since July, 1982, the MMl:/FRI Joint Venture· has been working with various agendes of the . 
Canadian government to obtain approval of reclamation an.d decommissioning plans and, to date, has 
obtained substantial qualified approval of the reclarnatioh of the. tailing ponds and decommiSsioning .of' 

. ·its mfne and mill.facilities. The MMLJFRI Joint Venture was initially required to monitor the efiiuent from 
its tailing ponds for contamination. of nearby water sources for five years from 1983 .• The MMLJFRI 
Joint Venture has informally agreed with the Canadian Atomic Energy Control Board to continue · 

· monitoring the water in the lake on the property for an unspecified additional period. As the manager 
of the MMLJFRr Joint Venture mining properties, FRI_ retained at times more than $5,000;000 Cdh. of 
the MMLJFRI Joint Venture. funds to pay the c;osts of reclamation _and decommissioning .. D5tr\bi.rtions 
totaling $3,546;828 Cdn. have been made from time .. to time to FRI.and fo t!'ler·Company, o1 which the 

: Compaf1y recei~ed.:a .51.% 'share.- At 'DeC,erpb~r)1, 1990, ihe' 'available ·funds to. complete .the . .' · · 

.. · ..•. ~r~cl~.T_~;i~~';:~GS;··~~j~.~j!;~~o?i~g,,j~~~\.?.~~ff}i:~fifi~~t,~~'.E~P'~--,~'.:)::_-,~-•-?::)::•·.:,:"~·.}~·:·s_;_;\:.; · ...... ·.·- ... ··• 

. ·• <According to the agreenierits that it has entered intcf with .its banks, Federal will try.to liquicjate . 
its ·iriteiest. iri:ih'e' properties. t!lat are owned .by th~' MML/F~i Joint. Venture. 'Federal. will be entitled to ..• 

. : ' 

receive 51 % o{ the proceeds of any,~saie. of .the. underlying ,re~I estate at the mine after decommissioning 
.and a6an9onrneiit is; approved:· A1thoughreserve.s<of $944,ooo have been provided to a6coont tor,,'.tiie 
'above··.not.ed tax ·obligation, the 'Co,ffipariy''t>eli~v~s ~~at Madawaska;s.:assets. will ultimateiy be enough·• 

· , '., io ·pay .its_ .Canadian~ tax. obl_igations .. · :r~e -fi11ancial statelTl~nts ;do -not ,ref.lect af!y value for .reai estate. ·.-: ·~; ":·.:'.; ;..,; i 
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In 1986, the Company obtained a $1,000,000 letter of credit from its banks. The letter of credit 
was obtained as security for funds distributed to Madawaska and Faraday by the Joint Venture . 

. Withdrawals pursuant to the letter of credit are payable to Faraday. The purpose of the letter of credit 
is to fund Madawaska's share of costs associated with obtaining a certificate of decommissioning on 
the Joint Venture·s mine. The letter of credit terminates upon the issuance of a certificate of 
decommissioning by the appropriate regulatory authority. As of June 1, 1991, no draws have been 
made against the letter of credit by Faraday. 

Mining Prope.rties . 
Pratt Coal Properties 
Pratt Coal Co. ("Pratt"), a Nevada Corporation, is a wholly owned subsidiary of Federal. Pratt 

owns coal mineral rights located in Alabama that. Federal believes contain limited coal reserves. The 
Company has never developed this property and has no plans for doing so in the foreseeable future. 
The Company· has leased the Pratt coal rights to the operator of an adjoining property and, following 
its agreements wit\l. its Banks, will apply the proceeds (if any) therefrom to the Company's outstanding 

·. bank indebtedness or, ·.subject to the Bank's consent, to administrative costs. The Company· has 
retained a, 3.6% royalty interest in the properties:· · . . . : . . .. 

Environmental. Regulati~n of Mining' . . . . . . 
. ... 

· In connection with its mining ·operations, the Company must follow various ·federal, state and 
local provisions regulating. the discharge of materials into the environment and other environmental 
matters. · . The Company· does not . expect that. such compliance will have . a . material impact on its 
earnings or competitive position. The.Company made no material capital expenditures for environmental. 
control facilities in the Jiscal year en.ded. Decemb~r 31, ~ 990. · · · · · 

Through ~s joint venture partner, Faraday R~sources, Inc., Federal is now working with various 
Canadian government agencies on plans for decommissioning the Madawaska properties in Canada. . . 

. (See "PROPERTIES.,- Madawaska.Mir:ies Properties")· · · · · · 
• - • • • • • • J 

, . . . . 
· Ca~p Blrd Colorado, Inc. h~s been·n~~ed ~s a third party defendant in ~n action filed by the 

State of. Colorado ."against ldarado ·Mining. Company, Newmont Services, Ltd. and Newmont· Mining .. 
Corporation under ttie Comprehensive Environmental Response, Compensation and Liability Act of 1980 
("CERCLA") .. The CERCLA Claim covers alleged environmental damage to an area in Colorado drained 

.. by the San Miguel .River, the Uncompahgre River and Red Mountain Creek. Camp Bird believes It has 
. a meritorious defense as discussed. in more detail below; (See "LEGAL PROCEEDINGS - ldarado Mini.ng 
· Company et al. v. Third Party Defend~nts. ") · 

ITEM 2: ·. PROPERTIES · 
Office Facilities of the Company . . . . . . . . . . . 

The Company utilizes as· its principal executive offices, office space· also occupied by Bentley , 
. J. Blum and his othe~ affiliated companies, fr:icated at 150 East 58th Street, 34th Floor, New York, New 

York. 10155. The Company has no lease. or sublease forthis 'space and pays no fixed rental to Mr. · 
Blum or his affiliates. ' ·' , . . · · · · · · 

• • • • .•• • ' •• • ' • • '"-· • • • • • > • ":,..' •• • • • • ' • ' ' ·~, n "'-, 

-·~.; :~· .: _,.~~:~~~.:: __ . .-: . __ :.-~.'·'·· :_ . . · ... -- .. ' ·~ :~ :._ ........ ·--.·:··1'.'· < -. _-.:·:.··.-:,:~~·:· . .-: .· ~t:-_. :· . '>·.,·.- .. ~:_\· .. ";- .. ~.: : ~·.-.'.·_-~l_ · .... ~ .. 
· The Compa_ny also.rents, on a month-to~month bas1s,:1,oaa square feet of adm1nistratrve office 

. space on the 4th :fioor of the building located at 57 West South Temple, Salt Lake City; Utah 841 o1. 
The monthly' rental on' this "space is $379. ·inactive records of the Company _are maintained in a nearby 
· storage facility at a cost of $292 per month. Much of this storage volume consists of cancelled stock 

... certi{icates fr~rri) 955 to ~pate. · : · ' ;,, . ·· .. ·. · ' : · - · ... :.· , " . _: . : .. · · .. : · · 
.., . . ~ . . ~ . . - ·- . ' 
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... , .. . -:-> .. . The C,or_npahy :.t>.el.i~y~s ::th?t: ~s ~ffic·~ .. facil~ie~ )ir~ sufficient for _th~ .eontinued. operation .of ·.it~ 
· .. bus .. · iness.:· . .. : (,_...., ..... :,:• .. \, · · >" ·• '..·z:<::o-;•,·: ·: :.:/ .': •'".·~~ < :.;, · ·. · · <.. ..; · · .... , . · .. · · · ,·" · • .. . ,.-·\:r• :'· 

.·" •' "·~·; • • { •• L', '' ., 

'"··'"' .. .--;:.. .. .. "• " ... ,. ' . ' 
• : ' •' :' ,'; : .. ..; ·~.~·'' ; ... ~:~.:·~· •.,. • ; '.,- • .~·: '. • '' I•:: 

, ... ,' 

.... 
. -· ;_ ... ~-..-. - .. : . -...~:~ ( 

~ ... 
..... ~:: .. - :' .... ·,.:··' .. ~ ·:· " '··.·:•.· 

: ~. . . . ' · . .; -.. . . ·:. ~"\ 

·_, .. 

-~· •.. _, 

,. ' ··. ·, 

-.·,,.: 



·.~·. 

.······ 

ITEM 3: LEGAL PROCEEDINGS 
. . 

As of Dei::tmber 31, 1990, neither Federal nor any of its subsidiaries was a party to any material 
pending legal proceeding, except those proceedings described below: · · 

ldarado Mining Company, Newmont Services, Ltd. and Newmont Mining Corporation vs. Third Party 
Defendants (sixt-:en entities). including Camp Bird Colorado, Inc. 

This third-:party litigation stems from an action filed by the State of Colorado against ldarado 
Mining Company, 1et al., under the Comprehensive Environmental Response Compensation and Liability 
Act of 1980 ("CERCLA"), on December 9, 1983. Camp Bird was served. on September 5, 1985. 

The Stat::s complaint alleges environmental damage to an area drained by the San Miguel 
River, the Uricom.::::ahgre.River.and Red Mountain Creek. Drainage from the Camp Bird properties flows 
into the Uncompahgre River at a point below :the watershed in which a portion of the ldarado properties · · 
are lo.cated. The Uncompahgre above the junction with the Camp Bird stream (Canyon Creek) is .. 
acidic, -primarily. it is believed, because it drains, among _other areas, Red Mountain, a nat_ural deposit 
containing very large quantities of acidic ·iron oxide .. Camp Bird believes it shoul.d not be liable for any 
environmental. d@mage claims· because its drainage is alkaline, and therefore tends to neutralize to some. 
degree the probf•am that exists in the. Uncompahgre .River. Effluent from the ·Camp . Bird mine now 
meets applicable env~ronmental permit requirements without treatment. · : 

.. ' 

. ·. ldarado s making ·a claim for ·contribution toward it$ ·ultimate .liability, if any, to the. State of . 
Colorado, Camp !Bird's attorney filed an answer to the complaint on September 25, ·1985, citing various 
defenses that the Company believes are meritorious. ldarado is actively. defending its .position as 
primary .defendant .The-court severed the third party claims of ldarado for a separate trial. The court 
has not ruled. on Camp Bird's request for ,dismissal w~h. prejudice, reimbursement of costs including . 
reasonable attomeys' fees and such otheuelief :as the court may deem appropriate.· The court has · 

· coriducted the iniitial trial of the case against ldarado, and rendered a Memorandum Opinion and Order 
dated February 22, 1989, which was adverse in many respects to_ ldarado. The remediation ordered 
by this' ruling corn:;erns. steps to be taken above the confluence of Canyon Creek and the Uncompahgre 
River, and therefore does not directly affect Camp Bird properties or their effluent. ldaradofiled a 
Motion to Reopen the Record and to Amend the Findings and Judgement that contained new evidence 
favorabie to it and to Camp Bird sta~ing -that metals in the Ridgeway Reservoir, which is_ several:miles 
downstream from the ·confluence, are not causing harm to aquatic life as predicted by L'1e State of 
Colorado in· its tr~al testimony. · 

Manager;:-:1ent does not believe ·that the Company will ultimately incur any material liability in 
connection with _mis case. The .Company's exposure is limited to some extent by its liability insurance 
.cov1:3rage: 

, ·: . ' ~ :· ..... ::::·,.' 
Kenyon Home Furnishings, Ltd.; J. Brooks Reltze.I, Jr. Trustee in the B·ankruptcy· for Kenyon Home 

. . ·Furnishings; ·-~td.., vs. FederaJ Resources Corporation (Filed May ·3o,· 1990 In the U.nited States .. 
· · ·. . Bankruptcy Couirt' for 'the Middle-Dlsfrlct. of North.tarollria) · ... · ' ~- - ' -~. \. · · · · ' '. " .. · ; 

• ~,' > I . ' ' 

. ··._· ·. > .;. :·:'.·~~t'Ji~"iit.igarribn i~-b~~~-o~ '~~--~~~r~~~:~rd~e~ding ~g~inst·th~·co:mp~n;:f;i~d by·:th.e: Tru:~ee · ··: 

. . .. :·: 

of the. Kenyo_n bankruptcy alleging preferential "transfers and frauc;:lulent co_nveyarices by Kenyon to the ._ _ 
Comp_any, and seeks to reco~er, CirQOUnts totaling ~pproxjmately·$1~7 million . .The'Cc:impaily'has denied: ... ' , .. · 

_ .. -· it is liable to the ·Trustee and is. vigorously· defending this suit. · _ · · · . ' · :. -' · '. - ·.-" : · . · 
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The Company has .asserted its right to· a jury trial in this proceeding and the United States 
District Court for the Middle District of North Carolina has withdrawn the case from the jurisdiction of 
the Bankruptcy Court. ·The Company_ believes it has meritorious defenses to the Trustee's claims; 
however, little discovery has been undertaken in the adversary proceeding and, therefore, the Company 
is unable at this time to assess its outcome. . 

Westar Corpor~~ion, vs. Federa{ Resources C.orpor~tio~ 
' . . . I . . 

'There is a dispute pending in the United States Bankruptcy Court, District of Nevada. in which 
. Westar Corporation, the bankrupt debtor, contends entitlement to a small royalty on production from 
.the Company's. Lordsburg, · New Mexico properties. · The claim of a royalty arises out pf . an earlier 

· agreement between Westar and the Company. (See •BUSINESS - Mining Operations..:~Lordsburg, New . 
Mexico Properties.•). It is . the Company's position that the royalty' was extinguished in the said 

.•;' 

· bankruptcy proeeeding when the United States Bankruptcy Court lrtted . the stay on the Company's 
.efforts to terminate its agreement with. Westar. due to. non-performance .. Although t_he agreement with 
Westar .. ,was terminated, Westar is.asserting a right to the said royalty." The royalty issu.e will be. the · · . ·-~. ' 

. ··, 

·subject of f.uture proceedin.gs iri .. the Nevada court. The Company believes that . its position is · 
meritorious and .it willdefen.d a~iainst .West~r's claim to 'the royalty:: .. · · · .... 

., , .. 
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ITEM 5: · 

PART II 

MARKET FOR REGISTRANT'S COMMON·EQUITY AND RELATED STOCKHOLDER 
MATTERS 

Market Price Information 

Federal's $.01 p'ar value Common Sto'ck is traded in the over-the-counter market As of 
December 16, 1986 the Company's Common Stock was listed on the NASDAQ System. Trading in the 
Company's Common Stock was suspended on May 25, 1989, after the·discovery of the material fraud 
at the Company's Kenyon Home Furnishings Ltd. subsidiary. It is expected that trading of the 
Company's Common· Stock in the over-the-counter market will resume after the Company becom.es 
current in its financial statement and report filings with the Securities and Exchange Comr.ission. · 

The following table states the high and low bid quotations for Fe~eral's Common Stock as 
reported by NASDAQ for the fiscal. years. ended 1990 and 1989. The quotations as. reported by 
NASDAQ reflect inter-dealer quotations without retail ·mark-up, mark-down or commission and may not · 
represent actual tran'sactions. . : . . . . . . . 

Fiscal Year Ended December 31, 1990 
.· First : Second ~Third · Fourth 
· Quarter ... · Quarter Quarter . Quarter . 

. . .. . ·~ : 
High: .$ NA $ NA $ NA $ NA 

Low: $ NA $ 'NA $ NA $ NA 

·'' 
'.·. • .. 

Fiscal Year Ended December 31, 1989 
· .First Second ,Third Fourth 
· Quarter Quarter Quarter Quarter 

High:,.· $ .75 .$ .94 $ NA $ NA 
,-;~. 

Low: $ .50 $ .53 $ NA $NA 

· NA = Not Available (See Below) . . 

. . . . . . · 'Th~ quotations as reported above for those periods in-1989, reflect periods before the discovery 
.. . of th~ Kenyon fra~d and the sale· of the Mid~West Spring Manufactu.ring Company .and New Generation,. 
:: ___ Inc· .. subsidiaries. :rh~se quotations do .net reflect_ the impact on market pric~ resulting from.the· fraud· .. 
. :·;' ;_ antfsa!e pf operating· subsidiari~s.· .:Aftierthe Kenyon fraud discovery in· !ate May ·1989; the company's·· ' 
. :. : stock ha~ not bee~ publicly traded .. : . . . . ' . . 

·:-

.', .. ·' .... ~.:·.,,.·;.'::-i~ t/jun~ 1·,· ·19~~-. ·Feder;I has 35,358,766 o·~standing ~hares of Common ·stoci<:held by 

'',. ~p~r?)ci_~~tely.J3'.~?q.::~ti~~~hol~~r~ .. of ·record'.;_·: :· .. ·.: _·:~·:_:_;·_.._ -_:. ~._\.. .. . ..... \. · · ·":;.- · < : ... ·.' ,. 
• f •. ,; 

·-~ . - ' 

.·.···.'.· . ·;-·· ··.:_ .. ·-: ... 
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Dividends · 
Federal has not paid a dividend on its Common Stock during the last three fisc2: 1·ears, and 

the Company does not expect it will pay a dividend in the foreseeable future. (See "Ms.~;agement's 
Discussion and Analysis of Financial Conditions and Results of Operations."} In addition, tt1e payment 
of dividends is subject to certain restrictions imposed by the Company's debt arrangeme>ras. 

Transfer Agent ·and Registrar 
. The Company's transfer agent is The Bank· of New York. .The Company acts as its own 

registrar. 

ITEM 6: SELECTED FINANCIAL DATA 

The following table sets forth certain selected financial data for Federal and its 08nsolidated 
subsidiaries for the fiscal years ended· December 31; 1990, 1989 and 1988. For further information 
refer. to the audited financial statements and the notes. thereto contained elsewhere herein .. 

. Income (Loss}· 
from Continuing 
Operations· 

.. Net Income (L9ss) 

lriconie (Loss) per . 

., ''• 

· share from Continuing . 
Operations. · · 

Net :lr:ic~me (Los5) 
Per Share 

Total Assets 

·.·Long-Term 
· Obligations 

Years Ended ·. ·· 
12/31/90 12/31/89. 12/31/88 

•$. 4,000 : ' : 
· $ . 596,ooo .. $ :581,000. 

.. ... 

. $(1,034,000} •. . $ ~2,522,000} $(1,934,000} 

$(1,034,000} $ .· 1,216,000 $(5,073,000} 

··.··,·· ·. ·;" .. 
. :. ':.:~-~-.' · '..: ,; .. ,_. : .. -~:J··::~N·o. ~i~id·~~s w~re ·~aici to::sh~rf?holde~~ i~ t~·e ye~rs :erided b~c~~·~e~ 31::j990, 198.9 ·i!n~{~ 9~8. :~ :, 

·See: above· as. well as Note 2 to the financial ·statements regarding the acquisition of businesses in : ... · 
J988,:<1987 and 1986,>and .. the'subsequent discovery of fraud :at the Keny'on Home· Furnishings :. 

· · · · . · subsidiary; and the sale. of the Mid-West Spring and New Generation. subs_idiaries. ·. · · · · · 
- ·· .• ~·· , : : '· . "L • ._" ·~··.~ ·.: . '.:.:~ ·~):·-.:./~· ,< ·,~:;.'. ".'_'~ -· '': ·~:.::· .. ~·::_'.'";<.:::::::·;._..'~/~ ·/~_-.~:. ;:\:\:).):-~:/.:'·'·,'' . . ""'.,_' ~:~ ~ 

-~ < •• • •• :·: • 

. . .. ·~ 

.. /. ~·-
• < •• ••• 

,.· .... .. ·. : ';.. . . ... ,.. ,·· 

··'_!;. ·:· ·s.: ... / .. ·~. 
"t.·· . ' ; . 

. . '. - ". ""; ... . ';• -
... · ~ .. 
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·ITEM 1: MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
- RESULTS OF OPERATIONS ..• 

Results of Operations· . _ 
. . Revenue for the year ended December 31, 1990 Was $4,000. Revenue for the fiscal years 

ended December 31, 1989 and 1988 was substantially equal, $596,000 during 1989 and $587,000 
during 1988. The decrease in revenue during 1990 when. compared to the prior tWo years is a result 
of lower int~rest income and from_ the termination. of the lease. on the Camp Bird properties. 

: General and administrative expenses of the Company were $526,000, $843,000 and S1 ,298,000 
· · for the years end?d December 31, 1990, 1989 and 1988 respectively. The continuing decrease from 

1988 through 1990 is due to l_ower office rental and administrative costs, .the lack of audit fees and 
shareholde( expenses in 1990 and 1989 as a result of the Kenyon fraud, and to the lack of debt 
ottering costs in 1990 arid 1989 which were incurred in 19_88. 

Disco~tinued operations recorded a loss of $3,178,000 in the year ended December 31, 1~89 
and·a loss of $3,139,000_in the year ended December 31, 1988. ·As detailecl in notes 2 and 11 to the 
financial statements and elsewhere in this Form 10-K. $2,821,000 of the. loss from ·discontinued 
operations in the period ended December .31, _ 1988 is due' to the fraud and subsequent bankruptcy of 

_the·Company's'KenyonHome Furnishings, Ltd~ subsidiary .. Kenyon was acquired by the Company on 
April 29, 1988. . th~. 1989 ··loss _from discontinued operations·_ is principally due· 'to · 105ses ·generated at 
. the Qompany's New Generation subsidiary .. ·_ . · . . . . . - . . . . .. 

·•, . 

. .. · . ·The- $6,916,000 gairi from disposal_ of discontinued. operations net of. income truces recognizecl 
·.< !.in .1989,is .from the sale of .the, .. Mid-West Spring and New:Generation· subsidiaries during 1989. The 

. gain .recognized from :the· sale. of Mid.~West was> $3,37.1; ooo, ., Ttie 'gain' from the' sale_ of' New Generation .. 
. was $3,s4s.ooo ... ' ' -·_.- -:,· • - · ~ _ :. ~ · • -: · :, : · < -r· f : -\· : . '· · - -~ ... :, -·. . -· . -" .. : 
··. ,. ' ' " « , " ·- '• . ... .. " 

' · . The Company reported a loss on exchange of assets 'of $706,000 during 1989 due to the sale· 
· ·of th~-Company's investment in King Louie Eriterprises. · · ·. • · ' · 

•-./ •V.. -' ·: e:.• -.• ,. :.' 

Liquidity and So-urces. of Capital _ . .".· . . · . , , . 
. · . · <working capital was.$(1,682,000) at Decernber31,.1990; $(1,905,000) at Dece111ber 31; 1989 

_and _$(2,286,000) ;'cit December 31; 1988.- The. workirig __ capifal ·improvement _during 1990 is due to 
settlement of ~ome trC:lde accounts payable: and to the funding of. working capital during 1990 by 
Bentley J. Blum. The working capital improvement during 1 ~89 when compared with, 1988 is a result 
qflhe s~le otth~ gi~continued operations· in fi~cal yea·r. 1989. · : · · 
- -.-.'.>"'~>·.'··~· -~;\,.\;" .. ':, .·~·-;-:·.~'···-· .. - ·· _ _ ·;: ·.. ' ··. . ··~·.· ;'·':,·. :.:~. _._,' . '··" ... -, .. " ...... 

. · Liquidity require~ents of the Company since '.1983 have been largely met with loans to Federal 
mac;:le'by Bentley J. Blum. See "ITEMJ3: CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.· 
Meeting future working capital requirements is expected to require Mr. Blum's continued involvement 
and willingness to advance funds to the_ Company. · · 

. During .the fiscal peripds ~overed by this report, continuing operations of the Companymade. 
no capital expenditures: . The Company has no plans for capital ·expenditures at its continuing 

.·. .-operations. -·_ . . . · '.: _ . _ ,:· · · 

.. · ' ' c ./:;.' :,, : : j : .. ~::~' "~: -~- :2~8-ec~~-~-· of Federal's ~~r;~nt fi~an,ci~I co~diti~~·~~.d~-d~e: t~ re~~i~i~ns in ~h~. Comp~y·s :·de~~. 
· · _ . ' ·•: .. arrangements, ·_the Co~pa(ly .,has no 'plans to p~y diyid~l1c:ts ir;i thf3 immediat~ fut,ure. ;At °'eceml)e(31j'.·. -

. · . "., . _.-1990, sub~tantiaDy _all of the Qompapy's net ~ssets were restricted. ·:" ·-

;.? ':~ ·, -~, -.'··.~::_-:»\ ::'-' \'':;- -~ ~-,,; ::·,.:;.' :. ; .. :-: .: .;:;, .·. .·... :'. - . :' -. :' ;'";;,.: .. ;:::,:" .. {~;:;,,~~,c!:.{f >::,~'._:.':;.,: ;;-:}~:)_·;~::. . . 
· · "· ":. '- lmpacLof Inflation · · -- ' "•::: ·.,»', .-- . ·.-. · ., • . .. 

:-':-;(\~~:~\·:;·::;• ::.£1:;:;i 11::~A :A~Ma~~g~~~-.~ ~oes.no~ . .beli.~ve _th~!- ir;if l<ltie>n~:wi,11.»IJ!:lye ,:~:-~ig~~ca~!;: i,~pa~::9.r :"th.~·.8?.'nP~(~,.:<~:!, · 
'. · > :'.:.' :·_.:/} ;} : ·: . ; resiilts ot~peratiofls.: }~he Compa~y d9es ,not_. ~nter 1011g:te~_ contrac,is:Cin,9.·~n; J~er~fore;';revie\V t,he · ·;'. -:· 

:· · :· :;~:;{ )i~·:;:;-~i;~img~T ;°=!.?nf)ati~~ Re1:~r~ ~~~jn.9 pri~~~~"~'. · · :;:_;,~·--?'.·;·~i·J':?,·t~.~ -~< ;» ,.,~/. ;_. · " -. • · · 

,· .. : 
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ITEM 8: FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

The following consolidated financial statements of Federal Resources Corporation and subsidiaries are · 
included in Item i4 (a) (1): · 

Report of !~dependent Auditors 

Consolidated Bale.nee Sheet - as .of December 31, 1990 and 1989 

Consolidated Sta1emerits .of Operations ... years ended Oecember 31, 1990, 1989 and 1988 · 

. Consolidated Statements of Stockholder~· Equity - years ended December 31, 1990, 1989 and 1988 

Consolidated Sta!ements of Cash Flows - years ended December 31, 1990, .1989 and .1988 

Notes to 9onsolidated Financial Statements.·· · - · · 

The following consolidated financial statement schedules of Federal. Resources ·Corporation and 
subsidiaries are included in Item 14(d): 

,, 

Schedule .IV - Indebtedness of and to Related Parties-Not Current . · 

.Schequle y ·-,Property, Plan.t and. Equipment. 

·~chedule VI - Accumulated Depre9iation, Depletion and Amortization of Property, Plant and 
· · Equipment · · · · · · 

. . 

· Schedule X - Supplementary Income. Statement· Information. · 

All ·other ·schedules for which provision is made in the applicable accounting regulation of the Securities · 
· . and Exchange Commission are . not required under the related . instructions or are inapplicable, . arid 
·: therefore have. been omitted. · · 

ITEM 9: 
. . 

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE. 

As disclosed in the Company's Form 8-K filed December 28, 1990 and amended by Form 8 · 
· Filed March 6; 1991, the Company changed its Certifying Accountant on December_ 18, 1990. The .· 
change was made due to the Company's c:Jesire to retain a firm that would provide the Company with 
an audit of its financial statements at a more competitive cost to the Company. This was necessitated 
by the•_C()mpa,ny's ~urrent financial condition.; . . . . .. . . . · :· · . 

','.. :•: .• '• ··.~ • .' '. :'~. ,• •·: • •• ' •· • / • • • :' • • ' .-, • .... •, " • -;: ••••.• •;' ·.' • • .. _,.I' ,. , • 
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·ITEM ·10: 

PART Ill 

DIRECTORS AND EXECUTIVE OFFICERS 

The following table and written addendum sets forth the names and ages (as of the filing date 
of this' Form 10-K) of all directors and executive officers of the Company, all persons chosen or 
nominated to be executiv~ officers, all positions· and offices with the Company held by each su.ch 
persons, the period during which such persons have served in such capacities and the buslne.ss 

• experience of such persons during the past five years. . · · 

. Name . 
: Bentley ·J. Blum · 

' 
John . W., Losse, Jr. 

:.•'; ', 

Sus~ri G. Rosmarin .. 

J. Andrew Bolt 

Age 
50 

Position 
Chairman of the. Board 

75 .· .. Vice President,· ·' · 
Treasurer, Director 

· ·.(Resigned as Director in · 
· · · December 1989) · 

Director 
Since 
. 1984 

j971 

36 · : . Vice President, · . ·. · • 
.. . • · General Courise'I and · , 

.. ,: · • .. >~secret~ry . . . '< . • · ·· 

, .. (Resigned in January, 1990) · · 

34 

·'"' .'\'' 

Vice. President, .Finance· 
(Re?igned in May 1990) 

·"> 

· ··'. ·:MeliSsa 'c .. Berko\r.ritz··· 43· ,.:;· Secretary, ·Director. ···1990 

Sc.6tt A Butters · 35 · President, Director 

',· ,, 

.,. 
'···' 
"''/ .. 



... · 

..... . . 

·.·. 

. '. 

Bentley J. Blum. Mr. Blum was appointed to the Board of Directors in 1984 and was elected 
Chairman of the Soard in 1989. Mr. Blum, for more than fifteen years, has been actively engaged in 
real estate acquisitions for his own account and is currently the sole stockholder and director of a 
number of corporations that hold real estate and other interests. In addition, he is the sole stockholder 
of Springfield Oil Services, Inc. a company providing oil field services in the United States and North 
Africa. Mr. Blum is also a director and principal shareholder of several other corporations engaged in 

.. various. business· activities, including Commodore Environmental Services, Inc., a publicly· traded 
corporation engaged in oil and gas development and in real estate, an_d · l'.'Jorth Valley Development 
Corporation, a real estate company. · 

John W. Losse, Jr. Mr. Losse ·had been a Director of the Company since 1971. He resigned 
·as Director on De-~ember 22, 1989. Mr. Losse had been Vice President, Chief Financial Officer and 
Treasurer of the Company from November 1986 until August 1988. Currently, he serves as Vice 
President, Treasurer, Assistant Secretary and President of the Mining Division of the Company. 

· Susan G. Rosmarin. _Ms. Rosmarin was appointed Vice President, Secretary . and Genera.I 
Counsel to the Company in August 1987. She also. served as Vice President,. Secretary and General 
Counsel to Commodore Environmental Services, Inc, a publicly traded company controlled by Mr. Blum. 
For the preceding six years, Ms. Rosmarin had bee11 engaged in the practice of law in New York. Ms. 

· Ro'smarin was associated ·with the law firm of Bangser & Weiss, then counsel to the Company, before 
;becoming en:iployed by _the Company. Ms. Rosmarin resigned her positions with the Company in 

. ·January 1990. · · . ·, . . 
· .. 

J. Andrew Bolt. Mr. Bolt was appointed Vice President, Finance in August 1988. Priorthereto, 
Mr.· Bolt was a Senior Manager with the accounting firm of Ernst & Whinney. Mr. Bolt resigned his · 
positionwith th_e Company on May 4, 1990: · · · · 

Melissa c. Berkowitz. Ms. Berkowitz was ·appointed Assistant Secretary to the Company in .· · 
March 1987. For over the past five years Ms. Berkowitz has heid a number of positions incl_udiilg Vice 
President of Investor Relations of the Berkshire Coal Corporation, a management company controlled 
by Mr. Blum: · On August 15, 1990, Ms. Berkowitz was appointed to the Board of Directors of the 

·· Company and. named to the position of Secretary. 

. ., . Scott A. Butters. Mr. Butters has been an employee of.the Company from. 1980 through 1985 
· ·arid ·again from 1986 to· the· present. He has held successive positions as Accountant, Assistant 

Controller and Vice President-Administration. Mr. Butters was the Assistant Secretary and Assistant 
Treasurer of the Company from May 1986 to August 1990. For _the period May 1986 through November 
1986 he also served on the Company's Board. On August 15, 1990, Mr. BUtters was named President 
of the Company and appointed tO the Board of Directors. · 

To the best of the Com.pany's knowledge and belief, none of the directors or executive officers · 
are a party to any material proceedings adverse to the Company or any of its ~ubsidiaries or.has a 
material interest adverse to the Company .or _to any of its subsidiaries. . . ·· · ; · . . . . 

·r· . ..·.~·-· · .. ,,·,·:-· .... ~', ',· ·;.:,;.~_{.: .. ~-·:: ··'--"~· 
" -~ •/ > ::~\·:, ... , ·"·, · .. ~· . .'·,~:.: ... .,._.·:r . . ':·-: .. ·~--"~·· .. ,· · .. _' -.. ,._ .. ·. .. . .· .. ·-··.: ·~ .: ·:·~:.~-::···:.~:·":-· 

· · ... ··To the .best of the Compa'ny's knowle~ge .. ·and beliet,'-there is no' reportable arrangement or · , . 

.. ~ 

understanding· betWee!n ·any of the persons listed in the preceding table· and/or with· any other person 
or persons following which he ispr was to be selected as ari officer or director. · 
~."' ::· • ;: .... ··-. • ' •• :. : • i •• -< :~ ......... ; .... ::~ · .. , . .:...: ~: , "'. ·. ;~·:·: · .. ·-·. ·~. : " ,.· / 
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ITEM 11: EXECUTIVE COMPENSATION 

The following table shows the cash compensation paid or accrued by the Company during the 
twelve months ended December 31, 1990 to (i) all executive officers of the Company whose total cash 
compensation exceeded $60,000 and (ii) all executive officers of the Company as a group. 

Name of Individual . 
or Number ·in Group 

. John P. Kotts 

. John W. Losse, Jr. 

Current Position 

President and Chief. 
Executive Officer; : 
(Resigned December, 1989) 

Vice President; Treasurer 

All exec':.utive.officers as a group (4 persons 
including the named individuals) 

Cash 
·· Compensation (1) 

,$ 117,000 

.. $ 261,945 

(1) l~cluded in this column are salaries paid or accrued during the year ending December 31, 1990. 
· and ·cash bonuses or deferred compensation paid or accrued for services .rendered· in .all · 
· cap.acities to the. Company .during the last fiscal year. 

Employment Agreements with Officers 

. John w. l.osse, ·Jr. entered into a three year employment contract, effective as of January 1, 
1984, following which Mr. Losse was ·employed as Vice President-Finance and Treasurer of the . 

. . Company on a full time basis. Mr .. Losse has· ·primar}i operating respon$ibility of the Mining division of · 
the Company and received a base salary of $60,000 per annum during·1990. Following the three year 
employment agreement, Mr. Losse agreed that all deferred compensation otherwise payable to him 
under his prior employm~nt contract will be limited to a maximum of $300,000, payable at $30,000 per 
year for ten years commencing upon his retirement from the Company. As of December 31, 1990, a:. 
total of $264,000 of salary and other remuner.ation payable to Mr. Losse has been accrued,· and will be 
paid to him ~a a future .date. ' · · · · 

Effectiv~ August 1, 1987, Susan G. Rosmarin entered into ~·two year employment agreement 
following which Ms. Rosmarin was tci act as Vice. President, General Counsel and Secretary of the 
Company.· Pursuant to the agreement, Ms. Rosmarin was to receive an annual base salary of $25,000. · 
plus a· bonus of· at least $5,000. .Ms. Rosmarin was also to receive customary fringe benefits 
(hospitalization, rriajor medical and· life insurance) equivalent to those granted to other senior ·execUtives 
employed by ttie Company .. Ms. Rosmarin was also ·granted options to purchase up to 25,000 shares _, 

. · ·· of the Common Stock o~ the C~n:ipany (See '1983 Stock Option. Plan; Stock Option Summary'). · Ms . . -: .. 
· . Rosinarin's , employment . agreement and option ·to ·purchase. common ·stock of ·the.· ·company . were. -

terminated upon her resignation in JanuarY, 1990. -:· ... ~ - . ' ' ..... · .. - ' . . . ·. ·.· 
. ' ; ~·_; . ·. ' . . . ~ . . ·' . . . ' \ . . 

.Effective August 22, -1988, J. Andrew Bolt entered into a three yearemployilient agreement ·<· -~ 

-,.· 

. ·, ~following which ,Mr; .Bolt .. was to serve. as .Vice Pre~iderit-Financ.e _bf -the .. Company:>; pursuant to .the ./";':: . 
:agreement, Mr~ Bolt was to receive an annual base salary of $90,000 subject to annual review: Mr. Bolt· <. . . 
was also to receive .. cuStomar}i fringe· benefjts .. (hospitalization;, major .medical .and",life insurance)_.·,,.: ... .'- ' 

'equivalent to those granted to other execUtive' officers 'employed 'by 'the CompariY, :,Mr._ Bolt was·also <.-·: ,. .. 
• : ·~ •. ~'. ~ ' . ·-"=° ···~' ,· • ' ,._ '· 1 ~ • • • -. :· > .. ,~ ... ,· .. . ... .. '. ·· .. ; '. .. ~ ... :--·}::>'.: ... , > 
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granted an option to purchase 100,000 shares of the Common Stock of the Company (See '1983 Stock 
Option Plan; Stock Option Summary"). Mr. Bolt's employment agreement and option to pu;chase 
common stock of the company were terminated upon his resignation in. May, 1990. 

1983 Stock Option Plan 
The Company's 1983 Stock Option Plan (the '1983 Plan') was approved by the shareholders 

at the 1984 Annual Meeting. The .1.983 Plan is designed to provide an added incentive for effective 
. ser\iice and high levels· of performance to participating key employees of the Company by affording 

them an opportunity to increase their proprietary interest in the Company's success through increased 
stock ownership. Options granted under the 1983 Plan may be incentive stock options, as defined in 
Section 422 A of the Internal Revenue Code, or non-qualified options. The 1983 Plan has been 
amended to conform with applicable provisions of the Tax Reform Act of 1986. The maximum number 

.of shares of the Common Stock for which options may be granted under the 1983 plan is 3,000,000 
shares (subject to adjustment if a stock dividend, stock split or other change in the corporate structure 
occurs). · 

· The· 1983 Plan may be administered by either the . Board of Directors '.or: a stock option· 
, committee consisting of three members of the· Board of Directors (the ·committee'). The Board of 

Directors or, if acting, the Committee has the aUthority to select optionee, .to decide whether c·ertain 
options. are to be incentive stock options or non-qualified stock options, to establish the number of 
shares and other terms applicable to ea~h option and to construe the provisions of the 1983 Plan. 

The option price per share with respect to each option is determined by the Board of Directors 
or the Committee but cannot . be less than the fair market value of the common · stock of the date of 

. grarit or less than the par value of the common stock, whichever is greater. The option price·is payable . 
in cash. or the Board of Directors or the Committee may grant the option holder the right to exercise 

· · ~ the option in whoie ·or in part by delivery of shares of common stock. If common shares ·are tendered . 
for . payment of the purchase price, the .value thereof is. deemed to be. the fair market . value bf such 
common shares on the date of tender .. ·The period of each option is fixed by the Board of Directors 
orthe ·committee, .but iri no event may it be longer than 10 years. ·. Options g'ranted underthe 1,983 
Plan are nontransferable. . . . . . . . . . . . . . ·. 

If an opt!onee's employment terminates for.any reason other than death cir disability termination, 
. the optionee may exercise his option to the extent exercisable, upon the effective . date :of such . 
. termination or within three. moriths after the termination of his employment; . provided however,· that if · 

.· his employment shall be. terminated either (i) for cause or (ii) without the consent of the Company, the 
options (to the extent not previous_ly exercised) terminate immediately. In no event shall any option be 
exercisable after the expiration of the term of such option. · · 

. If ari ·optionee dies while he ·is employed by the Company or . within three months after , 
·. termination of his employment (unless ~uch termination was for .cause or without the consent of the 

Company) or his employment is terminated. as; a result of· a disability, the option may' be ·exercised, to · 
the extent exercisable on the date of his ~eath or the date of the disability terrhinatiOn, by his executor, . . ·. . 

. .. . . . administrator or other person atthe time. entitled.by law to)he· rights un_9er the.option,>or.bY:him In the .:._· .. · .... 
. "'···" '-J:·· .<-case ofa_disabiiity termination, at any time within six:montt1s afterthe date.of.his aeath ¢>r the date oC :,·'.·· 

the disability termination, . but iri .'no event after the expiration of the. term of the option. ·: · " . ;. - ··. . . .,_ · ' : 1: '. . . 

. . . , .. . , '· Notwithstanding the foregoing, no inc~ntive Stock o'ption may be. granted to any emploYee, who,·< : . . .., 
:. . ·· · -: ": · .at the time the option is ,granted, owns ·directly· or .:_indirectly• more than 10% of the- total combined · .. •. 

_-.: " .. , . -~. ··. classes ·of stock of the Company, _unless .the purchase price is at least 110% of the fair 'market' value·. ";·. 
.. · .,. . ,:~ .. _.·ot the .cOmrnon shares.· on .ttie dat~ ;such optic;>fl i~ grant~d ~n~ ·~uc::!1 ·0ption,· by. it~. te~. -is>npt. ~:-;'. 

. . -.: 

. •' >. exerCisable after -the expiration of five' yearS after the date' of grant."", . ,,· • . ... · -. :.' '/' ~::/::' .·.c, • ::·-:: ·:~ ;;, :. 
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With respect to incentive stock options . granted after 1986, the total ·fair market value 
(determined as or the date that the option is granted) of the shares for which such options may be 
exercisable for the first time in any calendar year, may not exceed $100,000. 

The 1983 Plan may be amended or terminated at any time by the Board of Directors of the 
Company (i) without further approval of the shareholders if such amendment or termination does not 
depart substantially from the terms of ttie Plan with respect fo any optionee and (ii) without the ·approval 
·of a majority of the issued and outstanding shares of common stock if such amendment, termination 
or alteration does not increase the total number of shares of common stock which may be issued under 
the 1983 ·Plan, change the eligibility requirements for individuals entitled to receive options under the 
1983 Plan or .extend the term of an option beyond ten years. · 

Any shares subject to options that, for any reason, expire or are terminated unexercised as to 
such shares, become .available again for options under_ the 1983 'Plan. The Company reserves .the 
_right to terminate an option wi~h the optionee's consent and to substitute one or more options.with. 

' '' different terms and conditions,' including a lower' option price. - ' 

. . . Nothing in the 1983 Plan shall prohibit the. grant of both .incentive stock o'ptions and non-
qualified stock options to one employee; provided that incentive stock options and non-qualified stock . 
options shall not be granted in a manner whereby the exercise of one incentive or non-qualified option 
affects the· ability to exercise the other. · · -

In August, 1987, the Company ·granted to Susan G. Rosmarin, then Vice:·President, Secretary 
·and General Counsel to .the Company, a ·five-year option to purchase 25,000 shares of Company . 

. Common Stock under the 1983 Plan.· The.se options could have been exercised at any time from 
September 1, 1987 through August 31, 1992 at a.n exercise price of $1.25 (the closing bid price as at 
the date of grant of the options). As Ms .. Rosmarin resigned:from her position in January 1990 and-did 
not exercise ·these· options within the three months allowed under the · 1983 Plan, this grant. has 
terminated. · 

1981 t~centive Stock Option Plan . 

. T.he Company's 1967 Qualified Stock Option Plan was supercedE?d by its 1981 Incentive Stock 
Option Plan (the "Plan"). As. of Oecember 31, 1990, options for 300,000 shares of Common Stock.were 
available for grant under this Plan. The Plan is intended as an incentive to encourage ownership by · 
eligible key employee~ of shares of the Company's Common Stock, thereby giving them an increased 
personal interest, as well as proprietary interest, in the Company's success. 

The terms and exercise provisions of options granted under the Plan. are fixed by the Board of 
Directors. Options granted under this Plan are not transferable and are subject to adjustment to reflect . 
stock . splits; .stock dividends, ·mergers and ~onsolidations: · · · · · - · · ' 

. ' . ' '," . 

Effective ·a5 of November. 30, 1988, the Company ·gra~ted t~ Scott 'A. :.Butters, ~then Vice. ;;: . 
... . President~Admin~ration, Assistant $ecretary ·-and-~Assistant/Treasurer · of'the Co'iT1pany, .a-five '..y~a(. . . 
·. · option .. to purchase 100,000·shares .of .the Company'~· Common.Stock ·at.an ·ex.ercise 'price·of $.46875 ..• : : . 

. per share_. ;The Company also granted· as of August 22; 1988, to J. Andrew Bolt,: ~henVice Pre~ideni~ < · > 
, . Finance, a five year option tQ purchase 100,000 .shares of the Company's common stock at an exercise .. · . · 

::':price,. of_ $._625·. per share.:: ~The. e>sercise; price~oL.th~: options .• grant~.d ·:to · .. Messrs ... Butt~ra. -,and :Bolt.:: · .. : -

· ...... 

·. ·represent the closing bid price· as 'anhe date of th~ grant with respect.to .each option.· As Mr .. Bolt 

. ::·:: : :·_: .· r~8.~g~~~.~-~rY; .. ~.:,} z9? ~w1thB·~;:,~xer~?.~;i~g. ~i~:~:~~~!;o.?~ .~:a~~ rr.~l.~'.~, ~as.; ;:r:t.i~a~e~,_.-:;:. . · · .•. · ,:' :·: . ._·~::.j:::_::y~\?;:::~:<\' ~ .. 
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Stock Option Summary 

The following table sets forth cenain information with respect to all executive officers as a group 
relating to: (a) the number of shares subject to options granted during the· last fiscal year; (b) ·the 
number of shares. acquired througt1 the exercise of options; (c) the net value realized during the last 
fiscai year upon the exercise of such options; and (d) the number of shares subject. to all unexercised 
options held as of December 31, 1990. · · · 

. * .The Company's Common Stock was not trading at December 31, 1 Q90. due to the Kenyo.n fraud · · .· 
. and lack of finandal information for investors to utilize to make investment decisions. 
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. ITEM 12: SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 

The follo•Ning table sets forth certain information as of June 1, 1991 about the beneficial 
ownership oJ Common Stock of the Company of (i) each individual known to the registrant to own more 
than 5% of the voting securities; (ii) each director of the Company; and (iii) all directors and officers as 
a group. 

Name and Address of 
Beneficial Owner 

Bentley J. Blum 
150 East 58th Street 
34th Floor 
New York, NY 10155 

John W. Losse, Jr: 
57 West South Temple 

. 4th Floor 
Salt Lake City, IJT 84101 

· ·. Melissa c. Berko.,.,.itz · · · 
150 East 58th Street 
34th Floor 

. New York, NY 10155 

Scott A. Butters 
57 West South Temple 
4th Floor· 
Salt Lake City, UT 84101 

. . All directors and officers 
· · as a group (the ~ above 

named individuals) . 

Kenneth M. Kochekian 
307 Cascade Drive 
High .Point, NC . 27260 

Amount and Nature of· 
Beneficial Ownership 

20,000,000 (1) 

120,200 

100,000. (2) 

' . ~ 

· · · 15,220.~oo, (2) . 
. : ,· 

4,500,000 (3) .. · 

Percent of 
Class 

56.5% 

~3%. 

... 3% 

. 57.1% 

12.7% 

. ·• (1) Includes 5,ooo,ooo shares owned directly by the ·Blum.Family Trust, an entity for.which Mr. Blum 
serves. as a trustee. . . . . . . . 

,·,'· 

(2) '.· .. ~·1pcl~des ,shar~s .subje~t to .qu~lified s~ock options. ~~ibh ~~y: be ex~r~is~d \ylth~n. ~· <;i~ys: ·: : ·_ ·:: . 
. . · .. :.. .. 
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ITEM 13: CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 

Transactions between the Company and Bentley J. ·Blum 
. Mr. Blum is the President, a director and the sole shareholder·of corporations that, since April 

1983, have made several loans, loan guarantees and advances to Federal. Before October 27, 1986, 
corporations owned and controlled by Mr. Blum (including CHH) loaned a total of $6,071,839 to Federal 
(inclusive of accrued and unpaid interest of $1,121,896). On August 14, 1986 with the lease of the 
Camp Bird properties (see "PROPERTIES - Camp Bird Properties"), CHH entered into an agreement with 
Camp Bird that extended the repayment date of the obligations to CHH to January 4, 1990: · · 

. ·, . 

W_ith the October 1986 acquisition of Mid-West Spring, Mr. Blum agreed to exchange the 
$4,949,943 principal amount of debt of the Company to Mr.· Blu·m and certain of his affiliates, for 
4,949,943 shares of 10% cumulative and participating Series A· non-voting, non-convertible, non~ 
redeemable Preferred Stock of the Company. On January 19, 1989 the terms of the Preferred Stock 
were amended to subject such shares to mandatory redemption upon the earlier of (~ the sale or other 
disposition by Federal, or any affiliate of Federal, of 100% of the common stock owned by it of M-WS 

··Holding and/or Kenyon to an unrelated third party; ·(ii) ·the sale or other disposition by M-WS Holding 
· of 100% of the common stock owned by it of Mid-West Spring to an unrelated third party; or. (ii~ a 

merger of Federal with. and into an unrelated third· party whereby (x) control of Federal's Board of 
Directors and ·the right to vote a majority of Federnl's common stock· passes to an unrelat~d third 
party, and (y) the shareholders of Federal prior to such merger (including Mr.. Blum) receive .cash 
consideration with such merger. This mandatory redemption provision of the ·preferred stock was 
rescinded .by action of the Board of Directors on ~ugust 21, 1990, effec;tive as of June·22, _1989. · 

. . ' . . ' . ~ ~ . 

On· J·une 21, 1989,. the. principal balances of various .advances a~d notes from Mr. Blum and . 
his affiliates totaling $3,441,029, including accrued interest totaling· $295, 143 was paid to Mr. Blum 
from p~oceeds the Cor:npany receiv_ed from the sale of ~id-West Spring. · .. 

... ., •.. ' 

. .At. December 31, .1990, the Company had an· outstanding balance owed to Mr. Blum and t)is 
·affiliates of $645,637, representing cash advances made to Fed~ral by Mr. Blum and his affiliates; a 
b.alance of $82,500, representing advances of services and other overhead charges for the benefit of 

·the Company; and accrued interest on these advances totalling $35,889. · 

In connection ·with the Company's acquisition of ·New Generation, Mr. Blum personally · 
guaranteed 50% of the guarantor obligations of .Federal under convertible notes aggregating $1,000,000 
issued by New Generation to the former stockholders of New G.eneration. Mr. Blum was paid $2,500 
for his guaranty during 1989 .. The Company has indemnified Mr. Blum for any liability in ·connection 
with this guarant)r. 

On April 29, .1988, simultaneously with the closing of the Kenyon acquisition, Mr: Blum and Mr. 
Hannesson ·guaranteed a portion of the Kenyon revolving term loan (the amount of the guaranty was 
based on the preacquisition earnings of Keny.on) pending completion· of an audit of the financial 

. statements of Kenyon Home Furnishings,· ·Ltd .. Such _guarantees· termJnated by their terms· upon the. 
delivery. of the. audit. report .. : Ho!Vever, as disclosed abOve . and in·. Notes 2 and 10 to .the financial 
statements,'imMay ·1989, 'the· Company :discovered.that a mateiiat" fraud .had b.een oe<forring at the 
Kenyon .su\)sidiary for ·a period of time before.and_.afier Kenyon'!>. acquiSh!on _by Fede~al.' 'As·~ result · 

. o( the fraud discovery,· Kenyon's prior· audJtor's opinion· as well as the audit,'opiriion·'for ~n ·audit: 
conducted after Kenyon's acquisition by Federal were revoked:· Mr. Blum· and Mr.·.Hannesson were paid 

.. ·' . ·- :, .. a tot.al• of $37,000Jor'Jheir guaranty:>.:· In: additioq/-Mr.; ;sh.im · provio¢d -~.· ~er,~fate guar~ o( the 
·. · repayment of:up to $500,000 related to excess drawdowns .over .the Kenyon revolving ·loan ·limit. Mr ... 

_,_Blui:n was paid .. $2,590,in 1~89 for his guaranty.;'The_C~:>rnpany has indeml)ified .. Mr. Blum and Mr.· 
. . ..:. Harin.esson ·for any ·liability. in connection with their guar~·rlte.es. · : . · -· :_; .-< · .: : . '. -. . " -. : : . · :" · · 

'~, ·' ~---1 ...• ~,_-.:,_.. .. - . :. ·..• ·-~f. 
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Mr. Blum tuily guaranteed the repayment ·of a note payable to a bank in the princip2! amount 
of $2,500,000 .. Ht= was paid a fee of S12,500 in 1989 for his guaranty. The note was paid in full with 
proceeds received from the sale of Mid-West Spring in 1989. 

The Company paid Mr. Blum S38,500 in 1989 in consideration of his accept2nce of a 
. subordinated promissory note and interest payments at less than the then market rate in connection 
with a $1,400,000 loan by him to M-WS Holding. Such loan ·was made with the acquisition of Mid­
west Spring and was paid in full from proceeds received froni the sale of Mid-West Spring .. 

·The funds .advanced by CHH and other Bentley J. Blum affiliates have been used to maintain 
properties; pay interest and principal on Federal's pre-acquisition indebtedness; facilitate certain of 
the acquisitions consummated in 1986 and 1987; pay accounts payable and other accrued expenses;· 
rehabilitate the Camp Bird mill and expand tailing storage capabilities; pay legal fees associated with 
various litigation with in the Company is involved; and maintain an administrative staff at the Company's 
headquarters. · · 

PART IV . 

. ITEM 14: . EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K. 

(a) . (1) · Financial Statem.ents and Exhibits. ,The followin.g fin~ncial· statements are included in Item a of 
this report: 

(i) 
(ii) 

' (iii) 
(iv) .. · 

' (v) . 

. ' 

: Consolidated Balance· Sheet 
· Consolidated Statements of Operations 
· Consolidated Statements of Changes in. Stockholders' Equity · 

Consolidated Statements of Cash Flows· · · · ·' 
Notes to Consolidated Financial Statements 

. (a) '(2) Financial Statement Sche'dules. The following financial statement s~hedules are included in Item ' 
· 8 of this report: · · 

(i) 

(ii) 
(iii) 

(iv) 

Schedule IV ~ ·Indebtedness of and to ·Related Parties--Not 
Current.· 

Schedule V - Property, Plant and Equipment 
Schedule VI -- Accumulated Depreciation, Depletion and · 
Amortization of Property, Plant and Equipment . 

·Schedule X - Supplementary ·income.Statement Information 
' . . . 

. (a) (3) Exhibits. · The following exhi.bits ~re filed ~spart of this report: · · 

. (a) "·Exhibit Num~e·r P~rsu~nt ~~. ;tem-,~~1·· ~~' Re~ul~ti~n S-K · : 
~ ·: : ... ' • ; ~ • • ., ' ·-,, •• °:, ... ·.• • 

·, . ~. \::. ;;. •' 

., ;. ... 

.; 

. . · .. 3. ~ : Amended ·_and Restated Articles: of lncbrporation and. Amended and . 
- . · . · A.estated By-laws of the' Company. (1) ' · · · · 

".· 

' ' .·• . ·'' 

: . ' ~. ': : ·. 
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10 - Material contracts - Not applicable. 

11 - Statement regarding computation of per share earnings - Not applicable. 

12 - - Statements regarding computation of ratios - Not applicable. 

13 - Annual report to security holders, Form 10-Q or q~arterly report to 
security holders -· 

Amended Form 10-Q's and Form 1 o~a·s for 1988 through 1990 · 
will be filed subsequent to the filing of this Form 10-K 

18 - Letter regarding change in accounting principles - Not applicable. 

22 - Subsidiaries of the registrant.. 

23 - Published report regarding matters submitted to vote of security holders . 
· - Not applicable.. . · 

,]'. 

24 - . Consents of experts and counsel - Not applicable. 

25 - ·Power of attorney - _Not ai:iplicable. 

28 - ·_Additional exhibits ~-Not applicable: 

29 ._ Information from _reports furnished to state ·- insurance regulatory 
authorities - Not applicable~ -_ -

· (b} ·Reports on Forni 8-K - . . .· .. ·; . _ " . . 
Report _on Form 8-K dated December 28, 1990, amended by Form 8 
dated March 6, ~9~1. ·-· · -

· ... 

(1) Filed as an Exhibit to Registrant's Annual Report on Form 10-K, for the year ended December . 
31, 1987 and incorporated herein by reference thereto. : · 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Act of 1934, the regl~rant has 
duly caused this report to be signed on its behalf by the undersigned thereunto duly authodzed. 

Date: July 3, 1991 

FEDERAL RESOURCES CORPORATION 
(Registrant) · 

By: /s/ Scott A. Butters 
Scott A. Butters, President 

Pursuant to the requirements .of the Securities Exchange Act of 1934 this report has been 
signed below by the following persons on behalf of the registrant and in the capacities and on the 
dates indicated. ·· · 

. Date: July 8, 1991 

Date: July 3, 1991 ''·. ' 

Date: July 8, 1.991 
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By: /s/ Bentley J. ·Blum 
.Bentley J. Blum,·· 

· . Chairman of the. Board . 
. . : (Principal. executive officer) •· 

By: /s/ Scott A. Butters · · 
Scott A. Butters, President 

and Director 
(Principal financial officer) 

· · By: /s/ Melissa C. Berkowitz. · 
Melissa C. Berkowitz, 

. · .Secretar,; ,and Director . 
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EXHIBIT 22 

SUBSIDIARIES· OF. FEDERAL RESOURCES CORPORATION 

The follow·ing table sets forth certain information · concerning the s.ubsidiaries oi Federal 
Resources Corporation at December 31, 1990: 

Name of Subsidiary and 
Jurisdiction of Incorporation· 

. Madawaska Mines Limited (Canada) 

Camp Bird Colorado, Inc. (Colorado) . . , , ; 

. . . . . . ' 

Camp Bird Tunnel Mining &. Transportation Co. (Colorado) 

Tuscaloosa Resources Corporation 
. ' (~evada) · · 

, . ..... , 

Pratt Coal Co. (Nevada) 
,: .. 

Addison Coal Mining Corporation :. '. 
(New York) · · · 

'· Kenyon' Home Fu~nishings, Ltd .. 
· · (North Carolina) · . : ' ... ' .· ' 

>. :;'' 

. ,. >.'. . ,.,· 

· .. FeKi~ral H~lciJng•corp. (Nevada)" · 
.. 

·,. 
'' 

·:; ~' ' ' ' ; ........... . 

'• 

' 

Percentage of Stock 
. Ownership· by. Federal 
Resources Corporation 

.100 

100 

100 

.: 

100 

100 

100 

'100 (1) 
.. , .. 

100 
'' 

· (1) See narrative to Form 10-K and finanCial statement footnotes regarding the. Kenyon subsidiary 
fraud and subsequent .event!). · , : · · · · · · · 
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INDEPENDENT AUDITORS' ·REPORT 

To the Board of .Directors of 
Federal Resources Corporation 

We have audited the accompanying cons.olidated balance. sheet of Federal Resources 
Corporation and subsidiaries as of December 31, 1990 and 1989 arid .the related consolidated 

.. statements of operations, stockholders' equity and cash flows and the schedules listed in the index 
to the consolidated financial statements for the three years then ended. These financial statements 
and schedules are the responsibility of th.e · Company's management. Our responsibility is to 
express· an. opinion on these financial statements and schedules basep on our .audits. 

. Except as· discussed in the following paragraph, we conducted our audits. in accordance 
. with generally accepted auditing standards. Those standards require that we plan and perform the 
audit to obtain reas9nable assurance· about. whether the financial statements are. free of material 

· misstatement An audit includes examining, ori a test basis, evidence supporting the amounts and 
disclosures in the financial statements .. An audit also includes assessing the accounting principles 

· used and· significant estimates made by management, as well as evaluating the overail financial 
·statement presentation. We believe that our audit.s provide a reasonable basis for our opinion. 

Because of the inadequacy. of accounting records,· we ~ere unable to· form an opinion 
regarding the portion of the loss from discontinued operatiqns attribu~able to Kenyon Home 
Furnishings, Ud., (Kenyon) ·an unconsolidated subsidiary recorded in the· accompanying 
consolidated statements of operations and cash flows for the years ended December 31, 1989 and 
1988. 

. . In our opinion, except for the effeqts on the 1989 and,1988 financial statements of such 
adjustments, if any,· as might have been determined to .be necessary had acc6unting records 
·concerning· the operations of. Kenyon been examined, as discussed ·in the third paragrapn, the 

"· , .. ronsolidate.d financial statemerits· referred to in. the first paragraph present fairly, in ·au material ~ . 
:' _,- . . . respects·,'ihEtconso.lidated financial position ·of Federal F,lesources Corporation' and subSidiaries as.:;. . .·· , 

· of. December 31 , 1.990 and 1989, · and the results of their qperations and their· cash flows for the 
three years 'then. ended in conformity with generally accepted _accounting principles. ' Also, .in our .. 

- .. '.opinion,·~x9~pt for;the_effeCt~ of.such adjustments,'· if any, as..llJJght have been .. deterffijned to be ;,.. ., 
.· . .,. .. ._. necessary ::had" accounting records concerning: the ~o·perations. o( keriyon ·bee.n examined, the . . . < 

·. s.chedules .::(eferred. to.~above_. when :_read .in_. conjunction ._~it~.· tile. bas.ic cohsolidat~ fi,nancial , , ;.- .. · ; 
. ', :·_ -: -:. statements, taken ·~5 a.-~ol~'; present'tairly, in ~II material fo~pects/ th,e. info~atioil therein· set---. .. , . < ::'_ 
,·;"''' -... f~rth:. ':::.-~·. · ;'.,'"-:'... . . : ·. : . ' : F~1 >< ;·,-_·"·,··: »· : ,'..,·:'_; .... ::.>- ·.: . :.. 1
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As discussed in notes 1 and 4, a substantial portion of the Company's assets consist of 
mining properties. Recovery of the Company's investment in these mining properties is dependent . . . 
upon the successful development or sale of these properties. The ultimate outcome of this 
uncertainty is dependent on factors described in note 1 which cannot presently be determined. 
Accordingly, the accompanying consolidated financial statements do not include any adjustments 
that might resutt from the outcome of this uncertainty. · 

The accompanying financial statements have been prepared assuming that the Company 
will continue as a going concern. As discussed in note 11 to the financial statements, the 
Company has suffered recurring losses from operations and has a· net working capital deficiency 
that raise substantial doubt about its ability to continue as a going concern. · Management's plans 
in regard to these matters are also described in note 11. The financial statements do not include . 
any adjustments that might result from the outcome of this uncertainty. 
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Consolidated Balance Sheet 

December 31, 1990 and 1989 

ASSETS 

Current assets 
Cash and cash equivalents 
Accounts receivable 

·Total current assets. 

Property, plant and equipment 
Land and improvements 
Buildings .. 
Machin~ry and equipment 
Mining claims and leases . · 
Deferred mine development costs less· 

·prpceeds of $1,073,387 and $949,943, 
respectively 

. Less: accumulated depreciation, qepl.etion 
and amortization · 

Deferred financing costs net of accumulated 
. · amortization of ·$277,446 and $184,946 

Other assets 

-... ·. .. 
., · .. 

..... · .. 
.. ·•: . . ... . .. ,.. '. '. .. 

' -·· •..• <:' 

1990 

$ . 9,581 
22.873 

32.454 

101,383 
33,424 

2,313,734 
138,431 

1,615;962 

4,202,934 

851,871 

3,351,063 

462,504 

80,636 

. .. ~ 

. . . ' 

1989 

112,994 
1,996 

114,990 

101,383 
33,424 

2,313,734 
138,431 

1,739,406 

4,326,378. 

838,095 

3,488,283 

555,004 

119,059 

.. ~$3,926,657 . 4.277,336 
. .·,. ~ . '. . .. . ~,. . . . -... .. 

'. . ; ~ 

. ~· ' 

:;_ ~ ... ··7· 
• .. ··' . -- .. ··. 

. "·'' 

,' .. / 

·, ... :;_ ·,,.. 

. . . . . 

...... 

· .... 

' J ••• 

. ·:· •' ,· 

. '. •,_.', .· .. · 
",.,, ... .,. 

. '" ~. . 

...... ·,; 
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LIABILIT1ES AND STOCKHOLDERS' EQUITY 

Current liabilities 
Accounts payable ~ 

Accrued expenses . 
Accrued estimate for losses 
. Accru_ed expenses - related parties · 
Accrued income taxes 
Notes payable . 

Total current liabilities 

Notes .payable to related party 

. Subordinated debentures 

. . commitments and contingencies . 

Stockholders' equity.· · 
· Preferred stock, $.01 par value. $1.00 

stated value per share,· authorized 100,000,000 
shares; issued and outstanding 4,949,943 shares 

. Common stock, $.01 par value; authorized 100,000,000 · 
shares, issued and outstanding 35,358,766 shares 

Additional paid-in capital 

Retained earnings (deficit) 

, . Equity adjustments from _transl~t~Of:' . 

·.~et stockhold~rs equity 

... : .... ; ,, ).' .. 
• ..... •• J ., •• _.. • : 

-~ ... ·,.: 

•,.,. '· 
. ;· "', ... ~ . 

;:.-,: ..... 

... 

. ; .. 

--,' 

1990 1989 

$ 52,898 237,284 
1,008,808 850,723 

. 297,030 
35,888 8,387 

465,000 465,000 
.151.453 161,453 

'1,714,047. 2,019,877. 

990,217 

990,129 990,129 

49,499 49,499 

353,588. 353,588 

1.3,151,055 13,151,055 . 

. (13,06_7,BSO) · (12,033,571) 

': · c2S4.020> · ·. C253.24.1l · 
. . ' 
.. ,. ·,,'. 

. : . 232,264. 
. . . 

1,267,330 

· ... $ 3,926,657 ' ~ 4,277,336 

<'.: 

... - • .. '· 
See notes to eonsolidated financial statements .... ·. . . «.'-· · · . ; . -

,: 
<.. .... '.·. :.·.· .. ·· ·: .;·F-3··. . ... ··· · ...... 

': '' 

, ..... , ........ -·· 
. ' . . . ' . . ·:, . 

. ~ ·-.:.: . 
• . . . --t .• ' 

... -, ... ' -· ; - '{' . 

"· 
. . --~. 

··' ' ... ' : .. , .. ~ ... .- ~· : .. 

'·. ' .. 

,· ... -· 
. _. . ~' 

... , . ' · .. 

. ..... : .. 

.. : . "~r-. 



~ ' 

i 
i 
l 

I 
j 

FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Consolidated Statement of Operations . · 

Years Ended December 31, 1990, 1989 and 1988 

Revenue. 
.Interest income 

. ·. Royalt)' income · 
Other 

,. 

·Expenses 
. General and administrative 

· · · Interest 
·Loss on exc.tiange of assets 
Stand-by costs of mining properties 
Depletion, d.epreciation and amortization . 

. Net (loss) from continuing operations· 
' . ~ ·. 

· Discontinued· oo9rations · · 
. . . . 
(Loss) from d~scontinued operations net of 
· income iaxes · . 
Gain from' d4sposal of discontinued operations. 

net of income taxes · 

Net income (loss) 

'" 

Net (loss) per share from continuing operatiC?ns 

Net inco~e (ioss) p~r share. 
-.. 

.. . , .... ., 

r ·'.,, 

·. ·· .. _•, '.- .. ; . .. · .. ·:1 
' ~. . .. ., .. ·." 

see. ~ates fo .. ci>nsolidated finan.ci~l-stater~1e~t~.'· ·, · 
. .· .· . · ... : :·:--- .; . ··.·, ·"' . 

' ? .. -I:- '~ •• : ~ ' • , '\. _.,•, .. 
.... . < ' ~ .. -~: ..... , •.• 

;,•, 

'1990 

$ 2,340 

2,097 

4437 

.526,468 
252,278 

' . 153,694 
106,276 

1;038,716 

{11034,279) 

$(1 ,034,279) 

$ (.02). 

1989 

495,653 
76,675 

'. 24,130 

596,458 

843,046 
1,201,942 

)06,426 
135,989 . .. 

. 231,077' 

3,118,480 : 

.. 

{2,522.022). 

.· (3, 1]8, 152) 

' 6;915,968 

3,737,816 

1 ,215,794 

·(.07) '. 

...... $ ___ ( ... 02-=') ,. '' .04·' 

.... 

" . ~-. .. ·. 
. F-4 .· ·: 

~ . . . . ' ... : ·' .. : 
,;·. ,- ··:. .. '·:. .. ~· 

~ : ' . . ' .. · .. . .. . . . : . . . . 

'· . .. :,_ <. .· ~;:~ ';/<~~?: '''. 
: ,.' 

1988 

528,356 
28,060 

' 30,162 

5861578 

. ' 

1,298,204 
852,068 

86,275 . 
2841275·. 

' '2,5201822 

(1,934,244) 

(3,139,041) 

(3,139,041) 

(5,073,285) 

. . ·.' . 

.. ·.•' 

(.06) ' 

: .. ,, .. 
... . 

.. ,' 

t ••· 
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·FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Consolidated Statements of Stockholders' Equity 

Balance, January 1, 1988 

· .·Shares issued in conjunction with · . 
acquisition 

Net (loss) 
.. _; 

Equity adjustment from foreign 
currency translation 

Balance, December 31, 1988 

· · - Net income 

Termination of repurchase 
. agreement . · 

· Equity. adjustment from foreign 
currency translation . 

Balance, December 31, 1989 

Net (loss) 

Equity adjustment from foreign 
. currency translation . :_ ... 

. . . · .. : . . ~:- . . . . -:. ,"( ... 
: ' ~. . 

. Balance, December 31, · 1990 
:,,. ·' .. ':: . 

.., 

;_ ,. ' ·.. . 
,.,;< • 

' .. : ·:.· 

, . 

Preferred Stock 
Number 

Of 
Shares 

4.~9,943. 

Amount 

49,499. 

... 

Common Stock 
Number 

. Of 

Shares 

30,858, 766. 

4,500,000 

-

Amount 

308,588 

.· 45,000. 

-
:· 

4,949,943 49,499 · · · 35,358;766 '353,588. 

',·"' .. · 

4,949,943 . 49,499 35,358,766 353,588 

- .'. ...... > • ·- • .. 

•. 4,949.943 · . . : $49.499 35,358,766 . . . . '353.588 

·. •'.' 

.· ··, . 
. •, ·: ..... 

_..:·.: '.•: 

.. ~ . 

. . 
.. .. 

.... - . ·:.' ... 
. " ·.-

.. _ .. ··:.. ·: .. 
~. .:.: · .. : :~ : " " ' 

. . . . -~- ~ -~ 
: ' . . ~". ;· .. ~ . 

' .... ; -~---, . 



Additional 
Paid-In 
Capital 

. . 1 O,S24,055 

1,627,000 

12,551,055 

600,000 

13,151,055 

.~· 

13,151,055 

'. .. 

''-• .. ... 
.. .. '-~:. 

···. 

Equity 
Retained Adjustment 
Earnings From 
(Deficit) Translation 

(8,176,080} . . (275,085} 

(5,0i3,285} 

20,080 

. {13,249,365} .--(255,005} 

1,215,794 -' 

1,764. 

(12,033,571} (253,241} 

(1,034,279} 

(787): 

.. " .• (13,067,850) .... :: (254,028) 

.. 

·::-.::. .:- .. 
. _·:. ...... 

... .. ·",: 

: . 
·~ . 

·:. 

1 ·.-

'·:·· '.·' 

; ,· 
• ·:·.·iy ··, .. 
\, "'' 

.: . . 
·"~· ·. 
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.FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Consolidated Statements of Cash Flows 

Years Ended December 31, 1990, 1989, 1988 

1988' 

Operating activities: 
· Net income (loss) $(1,034,279) 1,215,794 . (5,073,285). 

Adjustments to reconcile net income 
· , (loss) to net cash (used in) operating 

activities: 
Gain froin disposal of discontinued operations 
Depreciation and amortization 

· • Loss on exchange of assets _ 
. (Increase) decrease _in equity adjustment for 

translation 
Changes in operating assets and liabilities, 
· net of effects from business acquisitions: 

(lnprease) in accrued interest receivable 
(lncrease}decrease in accounts receivable 
(Decrease) increase in accounts 
· payable and accrued expenses 
Decrease in net assets. of discontinued 

operations 
-Net· cash (used in) operating 
activities 

Investing activities • 
. (Increase) "decrease in other assets 
Proceeds from Camp Bird Venture 
Proceeds from sale of discontinued operations 
Increase in note receivable 

Net cash provided by 
investing activities 

Financing activities: · 
· · ·Proceeds from long-term borrowings : 

f>rincipal payments on long-term . · 
borrowings · · 

• • ·~ < 

. Net cash provided by (used iri) 
: . finar:icing activities ' . . .. ' 

.. '• ._·.·: . ;. . :' 

. : . -.>: 

-,.. ·:' ': 

··: .. ' 

·. ·'·-
-~~ :.· ' .. _,,., \. :F-6 - .· 

·~-

(6,915,968) 
106,276 231 ,077 

706,426 

' (787) 1,764 

(480,831) 
. (20,877} 21,336 

(295,830}. (48,234) 

(1 ,245,497) '(5,268,636), 

38,423 ... 

123,444 

.161,867 

' {69,857)· 
470,579 

7,936,667 
(1,400,000} 

. 6,937,389 

284,275 . 

20,080 

(298,273}"" 
. -34,602 

809,044 

. 1,190,738 

(3,032;819) 

321,101 
111,073 

432,174 

. : . ,' 
.': _:, . ~ '~. ' . 

·. 990,217 . . 2,500,000 .. 2;500,000 . 

. ' : ' . 
(10,000) (4.424,362) ':,: (596,037) . 

. ' 980,217 (1 924 362) .. . .. ' '' • • > I I . • 1,903,963 • 
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. . FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Consolidated Statements of Cash Flows - Continued 

1990 1989 1988 

(Decrease) in cash and cash equivalents (103,413) (255,609) (696,682} 

Cash and cash equivalents, beginning . 
of year 112,994 368,603. 1,065,285 

Cash. and cash equivalents, end of 
year $ 9,581 112,994. 368,603 

.. 

Supplemental Disclosures of Cash Flow Information: 
. . ' . . 

Cash paid during the y_ear 1990 1989 1988 

Interest ~202!723 .8481831 ·7851461 
Income taxes $ 

Supplemental Schedule of Noncash Investing arid ~lnanclng Activities 

. . . 

··The Company exchanged a note receivable .or'$3,900,000 and accrued. interest receivabie totalling 
$1,053,~81 in ·payment of a note payable of $3,900,000 and accrued interest p~yable of $347.255. · 

As part of the sale of a wholly-owned subsidiary, the Company exchanged a $1,400,000 note 
receivable from the sale of a wholly-owned subsidiary in payment in full of a note payable of $2,500,000; 

1988 . 

· · ... The· Company Js5ued 4,soo,oocfsha.res: of ce>mmon stock valued at $1,612,000 as part . of .the 
• "consideration for ·the aequisition of an 'unconsolidatecfsupsidiary; .. ·' .· ... : . . .... ·· . < _, ... .'. ,·: ....... ·:; . '.. ' '. .: '" ·.· . . . . . '• . . . ,. . ' ... · .· ·, 

. - .. . ~- . 

· see n6tes.to consolidated financi-~l.statement~: · 
'1 .~. ·.•" •• 

. ' ··-· ... ,_ ··.· 
·-'. . ' ~· J 

. · ........ 

. '.· .. ·•. ~ 

· .. · ... 
. . .. F-~ ·. 

... 

··:: . 

•' .. .• -:.~ -

. . - '. 

,• 
. " 

... ·<· 

. ''.• 

- ',: 

.·..:···.,. ,-!. 

'··· ... ':i 

. ; . 

. ·· -:.· 

·' ., . 

... : .. : · ... · .... • .. __ . '· ~. ,:. .. ,' ,~ .·• : .. - '.": .. . 

I:,_•• '• 

•, ·.: 



- .. ,~ ... 

...... .. " " ~-· "" .... .- ' . ' 

: ,.,, ,. 

. ~ . .. 

. ·-', 

~. ' . 
. " ~. ,. '• 

FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Notes to Consolidated Financial Statements 

(1) Summary of Significant Accounting Policies 

Principles of Consolidation . 
The accounts of Federal Resources Corporation (Company or Federal) and its subsidiaries 

with the exception of Kenyon Home. Furnishings Ud. (Kenyon) have been consolidated in the 
accompanying financial statements after elimination of all significant intercompany acr...ounts and 
transactions. Kenyon was accounted for on the cost method and not fully consolidated 
because the subsidiary had a material fraud perpetuated by certain employees and officers of 
the subsidiary, the subsidiary is in bankruptcy and control of the subsidiary by the Company 
was temporary .. (See note 2.). 

Cash Equivalents .. . . . 
· · .Cash equivalents are highly liquid instruments witt:l a maturity of three months or less when. · 

·purchased. · · · 

Property, Plant and Equipment . . . . . .. 
The cost of property, plant and equipment. related to mining activities are depreciated 

: principally by the units of production method. Other fixed assets are depreciated using the 
straight-line rnethod .over the estimated useful life of the asset classifi~ati,on. · 

· .. Costs incurred for the acquisition of mining claims and leases and fo(develop;nent of these 
mining claims and leases. are capitalized .. Amortization or depletion of capitalized. costs are · 
based on production during the year in relation to estimated total quantities of recoverable ore 

· available. · · · 
. '' " 

The accompanying financial statements have.been prepared on a basis which contemplates 
the recovery of the recorded costs for mining properties in the normal course of business. 
The recovery. of recorded costs for mineral properties is uncertain because .the economic 
viability of the properties is dependent upon factors which cannot be determined at this time, 
such as future prices of minerals, discovery of minerals ill economic quantities for development, 

. ~vailability of financing or·sale arrangement, etc. The consolidated financial statements do not 
· include any adjustments· relating to ~~e outcome of this uncertainty~ " · . . . · 

,.>,"Foreign Currency Ttarisfatlori . '. . ·· ·~·~·,." · .. ' ... ,, ;.>: '· _ . ··:~ .·,-' 
.. : . · -The assets and liabilities of the. Company's Canadian. siJbsidiarY are translat.ed at year.:end 

. exchange rates and results of operations at average monthly .exchange rates prevailing at eaph · ·. 
. :r~porting period.· . Adjustments resulting .from .translating ·the subsi.diary's Canadian· . dollar 
'''functional currency to. us .. dollars are' accumlJla~e-d 'as a component of stockholders; equity~.· ... 

~ • • • • • • ' ·- ' • .~ • < 

. . . -
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Notes to Consolidated Financial Statements ..; Continued 

(1) · Summary of Significant Accounting Policies - Continued 

Deferred Financing Costs . . 
Deferred .financing costs are being amortized over the term of the related indebtedness. 

Income (Loss} Per Share . 
Income (loss} per share is computed by dividing the net income (loss} by the approximate . 

average number of shares (35,358,766, 35,358,766, and 33,892,000 shares, including shares 
subject to repurchase for the years ended December 31, 1990, 1989 and 1988, respectively, 
of common stock outstanding during the year. The computation does not consider for. the 
years elided December 31, 1990 and 1988, the effects of stock options, warrants and 
convertible· preferred .stock and notes as common stock equivalents as they are antidilutive. 

(2) Reorganization of the Company. · 

During the year ended December 31, · ·1989, Federal Resburces Corporation underwent a 
reorganization involving the sale of two operating subsidiaries and liquidation of a third 
subsidiary.· The Company's sole. operation following the reorganizatiolJ involves ownership. 
interests in natural resource ,properties. .- . . '., . 

. . ' ., . . , ~ . . - . 
" 

D'8contlnued Operations . . . 
. . On March 24, 1989, the Company entered into an agreeme!lt to sell its spring manufacturing · 
subsidiary, Mid~West Spring Holding Corporation ("M-WS Holding"). TM sale was completed 
on June 22, 1989 for $24,720,000. Proceeds to the Company, net of M-WS Holding debt 
repayment and transaction costs, were $4,686,000 in .cash and a subordinated note receivable 

· · of $1,400,000. Federal also received a warrant to purchase 3% of M-WS Holding's acquirer 
and a warrant to purchase an additional 3% if the subordinated note receivabie is not paid·by 
December 31, 1992. Federal reaiized a gain in the year ended December 31, 1989 of 
$3,370,749 from the sale of M~ws Holding. 

· . On December. 29, 19891 the Company sold its consumer· electronic5 subsidiary, New . 
·Generation,· Inc. ("New Generation"), to a company formed by Federal's forrrier president and 
. New Generation. ma~agement .· . Net. proceeds from. tt:ie s~le w~re comprised. of a $990,000, . 

.. 10.25% subordinated note receivable· from the buyer .and the. buyer;s. a~su'mption· of $1, 1. 00,000. ·· 
of Federal's debt to a bank:· Federal borrowed· $2,soo,ooo from. the same· bank: in February ·· . . 

. '1989. primarily for working 'capital of New·. Generation:. . In conjuriciion with the sale, . Federal . 
assigned a .$1,400,000 sub'ordinated note receivable .. to the bank in· full satisfaction of the 

•·:remaining $1,400,000.·of .Fede.ral's indebtedness to·'.:t!Je· bank .. Federal realized a gain 'for the . 
. ; ye.ar ended December 31, 1989 o~ $3,545,219 frOfT! me :sal~ of NeVf Generation., . . , . . ·. ·. . . 

·; · .. :. • : ··_ .. :. : . · .·· :·> · .,. f-; ::~zn. , ·: ··· .. · .. > . ·. ···· < '· ... · ·· ··· 
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Notes to Consolidated Financial Statements. - Continued 

(2) Reorganlzatlon of the Company - Continued 

(Loss) In Unconsolidated Subsidiary 
· On April 29, 1988, the Company acquired all of the outstanding common stock of Kenyon 

Home Furnishings,. LTD., in exchange for cash of $500,000; 4,500,000. shares of Federal 
common stock; and a $4,500,000 subordinated note payable. 

In May 1989, it ~as . determined· that. a material fraud had been perpetuated by certain 
officers and employees of Kenyon.over a several year period.· Subsequent to the detection of 

· the fraud, Kenyon filed . Cha.pt er 7 bankruptcy. The bankruptcy trustee and various · 1aw 
enforcement agencies have all .documents and supporting .evidential matter relating to the 
financial condition, operations and transactions of Kenyon. The Company was unable to obtain 
the necessary evidential matter to allow its auditors to pei'form the required audit procedures 
as the Company did not and does not have access to the Kenyon records. Because of the 

· fraud,_ subsequent bankruptcy and liquidation, the Company has recorded the acquisition of 
Kenyon as an unconsolidated subsidiary. At December 31, 1°988, the entire investment in the 

. unconsolidated subsidiary was written off as discontinued operations down to. the amount of · 
cash proceeds received from Kenyon in 1989 which totalied $830,473 and an ·estimated reserve 
payable of $495,000 was establis.hed to cover. estimated losses arising from the fraud and . 
bankruptcy of Kenyon. The investment value was $~0- at December 31, 1989. At December . 
31, 1990, the Company had incurrec.1 expenses of $43,840 in addition to utilizing the entire 

.. $297,030 estimated reserve available at December 31, 1989 which was established to offset 
the losses trom the fraud and bankruptcy of Kenyon. · · . ·- . . 

. Net sales and operating results of discontinued oper~tion.s are as follows: 

·Years.Ended December 
,·• . 

Net sales 
lnoome (loss) from discontinued 
· operations. before income taxes · · 

Provision (benefit} ·for income 
· · ·· : taxes . · . . · ·· · 

·· ·.,,.". :.' ·. :·~ .. : · ·~· ·1nco~e<(1oss)fro;n · 
· · discontinued qperations · 

, .. 

... , 
.. ' 

... ·· 

1989 1988 

$25,275,'060 41,959,393 

'(3,178,152}. ·. (3,13~,041} 

·-· .. · .... t_· ·------
'' . ,._ .:: . . ·: '·:: . ~ ~ .. ~:-"'l,,.:, 

· ,.·7 :_ · .. $(3.118.152) · ., (3.139,041) 
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Notes to Consolidated Financial Statements· - Continued 

(3) · Note Receivable 

During the year ended December 31, 1989, a $3,400,000 note receivable and the related 
accrued intere·st receivable was· transferred in satisfaction of a note payable to an individual 
totaling $3,900,000. The Company realized a loss of $706,426 on the exchange of the note 
receivable and accrued interest receivable for satisfaction · of the note payable and accrued 
interest. 

(41 · Transactions Related to Mining Properties 

The Company's mining properties consist of three properties,· Camp Bird, Lordsburg and 
Madawaska Mines. · · · · · · 

Camp Bird Properties · . . . 
Substantially all of the Company's deferred mining development costs relate to the Camp 

Bird Properties, which are owned by the wholly-owned subsidiary, Camp Bird Colorado, Inc. 
·. ("Camp Bird"). · .On August 14, 19_86, Camp Bird en~ered into a lease: and purchase option 

agreement with several lessees (the •1essees"). The lessees were obligated to manage mining· 
. and milling operations, to invest a minimum of $as,ooo a month in exploration and development· 
and to pay the Company's debt service on mining division debt. Proceeds re·ceived during the 
lease period have been deferred and recognized as revenue in. an amount equal. to direct · . 

. · expenses of the Camp Bird operations, i.e., depreciation, depletion.and interest expense. The. 
··remaining deferred revenue of $1,073,387,'.$949,943 and $479,364 as of December 31, 1990,. 

1989 and 1988, is classified as a reduction to d_eferred development· costs. The lease was 
terminated in April 1990 .. 

An affiliate of the majority stockholder is entitled to a $300,000 payment contingent upon 
the sale, development, or exploitation of the Camp Bird· properties. The contingent payment 
was agreed to in ·exchange for the affiliates waiver of. a purchase option that preceded the 
option granted to ·the Lessees. . · 

· ... 

· · :; Lordsburg P.ropertles · . · c • '· . .. , . • • . .. · . 

.·· -:·· ' ' The Lofdsburg Prope'rties (Lordsburg) are loeated iii New Mexico arid include a flotation mill . 
· and approximately 12,000 acres held .through patente·d · and unpatented mining claims and· 

. . ·leases_. : In 1989; the Company .terminated an agreement to sell Lordsburg to another. company 
.· · .. when the purchaser defaulted on the terms .of the agreement: and .filed a petition in bankruptcy 

_: :: ' ur:-ider .~hapter '11 .of the U.S .. Bankruptcy Code. : The propertY;is recorded at its ne~ cost- basis. ·. 
· · .· · In the year ended December 31, 1990,_the Comp.any contribUted the property to a joint venture · 

.
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Notes to Consolidated Financial Statements - Continued 

(4} Transactions Related to Mining Properties • Continued 

Lordsburg Properties • Continued 
to develop the property. In connection with the property contributed to the joint venture, are 
several leas.es which will be paid from the joint venture proceeds. In the event the joint venture 
has no proceeds, Federal will be required to make the necessary payments. It is not possible 
to predict the outcome of future operations or whether Federal will be required to make the 
necessary payments. Consequently, no adjustments have been made that might result from 

. the outcome of the uncertainty. · · · · · 

Madawaska Mines UmHed .· . 
Madawaska Mines Limited ("Madawaska") is a wholly--0wned subsidiary of the Company. 

Madawaska owns a 51 % interest in a Canadian joint venture that is in the process of liquidating 
certain . assets and complying with . vari.ous . regulatory agency. . guidelines • .. concerning 

·.environmental. and reclamation .obligations for a closed .uranium m'ine facility.·· ·Approximately 
$200, $15,000.and $236,000 of cash of Federal at December 31, 1990, 1989.and 1988 is held 

• in escrow in Madawaska and is· ·subject to withdrawal restrictions related to regulatory 
compliance. ·.The Company has an unused $1,000,000 letter. of credit with a Canadian bank 

· to cover any future liabilities resulting from these procedures .. The total liabilities, in Canadian 
dollars, of Madawaska were $13,433, $7,831 and $88,227 at December 31, 1990, 1989 and 
1988, respectively, plus accrued income tax~s ·and accr\Jed interest arid penalties of $919, 755, 
$822,103 and $866,016 at December 31, ·1990,· 1909 and 1988, respectively. The financial 

. statements do not reflect any· value for real estate owned by Madawaska. 

(5} Notes Payable 

At December 31, 1990 and 1989, the. Company had notes payable as follOVv'S: . . . 
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FEDERAL RESOURCES CORPORATION ·AND SUBSIDIARIES 

Notes to Consolidated Financial Statements - Continued 

(6) Subordinated Debentures 

On March.2, ·1987, the Company sold through a private placement memorandum (PPM), 
49.506 units at $20,000 ·per , unit consisting of $20,000 in 10.25 percent subordinated 
debentures totalling $990, 120 and warrants to purchase 20,000 shares of common stock. 
Interest on the subordinated debentures is payable quarterly and the principal is redeemable 
at the option of the Company' at any time until the due dat.e of December ·31, 1995. The 
deferred financing costs related to the private placement memorandum are·being amortized on 
a straight-line basis over the term of tt~e debentures. The Company defaulted on the December 
1989 quarteny interest'payments and all subsequent quarterly interest payments. · 

(7) Related Party Transactions.· · 

. The Company had notes 'oi.Jtstanding ta· the principal shareholder· and his affiliated 
·companies of $990,217 and $-O~.and accrued interest payable of $35,888 and $-0- at December 
31, 1990 and 1989, respectively. The notes carry a 10% interest rate and are due subsequent 

.. to December 31, 1991. Interest expense of the notes totaled $35,888, $256,771 and $422,019 
for the years .ended Deceml:>er 31, 1990, 1989 and 1988, respectively. ·The 1988 interest 

: .. amount includes $77,000 paid fo _the principal sharehoider to compensate far· his acceptance 
· of a subordinated promissory note from .M-WS Holding at a rate of interest below comparable 

market rates .. The Company paid the principal shareholders $95,333 in 19S8 as compensation 
· for their guarantee of repayment on certain debt 

. ..·· The principal shareholder guar~nteed repayment of the Gomparw'.s $2,500,000 term loan 
' e~tablished in April 1988. The loan . was eliminated as part of the sale of discontinued 

operations .. ,n connection with the guaranty, a fee of $250,000 recorded as deferred financing . 
costs and a commitment fee of 1 % cif the outstanding balance, $16, 146 in 1988 recorded as 
interest expense, were paid to the shareholder. . . 

. . . . . . 

. · Selling, general and· administrative . expenses for .1990, 1989 and 1988 include $60,000, 
· . $48,136 and $21.7,800 reimbursed to affiliates of the principal shareholder for allocated office 

space,_ clericaL~~laries. and office .equipment-. · · . ,. · ... · 
·. ·:. ::· ~ . : . •. ·. . ' '. . 
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Notes to Consolidated Financial Statements - Continued 

(8) Stockholders' Eguttv · 

Restrictions on Dividends 
The Compar:ty's debt agreements restrict payment of dividends -and, in the case of 

subsidiaries comprising discontinued operations, advances of the subsidiaries' assets to the 
· parent company. At December 31, 1990, substantially all of ·the Company's net assets were 

restricted. · · 

·Common Stock Warrants 
In connection with obtaining the financing for the. acquisition of New Generation Which was 

.. subsequently sold ii) 1989; the CompanV gran'ted warrants to ttie bank to purchase .175,000 
shares of common stock at $1.75 per share. The per share price was ultimately reduced to 
$. 75 per share.. The warrants are . exercisable through Julie 30, 1993. In connection . with 

·. obtaining the financing for the acquisition of Kenyon, the Company granted warrants to the 
. bank to pu,rchase 150,000 shares of the ·company's comni(>n stock at $.60 per s_hare. The 
warrants are exercisable· through April· ·29, · 1993. ·. No warrants have· been exercised as of 

·December 31, .. 1990. · · · 

See note 6 for'warrants to.purchase 990,120 share of common stock issu.ed in conjunction 
withJhe private placement·memorandum.' .. · ·· 

·' 

Stock Option 'Plans ·. ·• _ . 
·· · ··The Company" has an. incentive stock option (ISO) plan pursuant .to w~ich options to 

. ·purchase up to 500,000 share of com"1on stock were authorized for grants to officers and 
· . dire_ctors of the Company. . Options for 1_ 00,000 shares granted in 1988 expire in 1993. 

The Company also. has the 1983. Stock Option. Plan pursuant to which options to purchase 
up to 3;000,000 shares of common stock were authorized for grants to officers and directors 

· of the Company. In 1987, options to purchase 25,000 shares of common stock at $1.25 per 
share were granted under the plan. The options were terminated upon the officer's resignation 
in Janu-ary 1990 without the options being exercised. The terms and exercise provisions of the 

. options are fixed by the board of directors, but are· not issued for terms longer than five years. 
Options for 3,ooo;ooo shares were available for grant at December 31, 1990.· · . . . . . . . . . 

. . ·· ... ·.,. . .• -

• L : At Decerlib·~:r._;·1>1990 and·· 198~; 'there were ·_outstanding~ ~ptions· 1~(. the '·pur~ase ·:of 
~ 100,000 shares and 3,325,ooo shares, respectively, at prices: ranging from. $,30 to $1.25 per .. 
share in.199oar,id·1989. ·.At·Deeember:31, 1990 aqd 1989, options for 100;000and1,525,000 ' .. 

. . shares, respectively I were exercisable: . · . . . ' . . . . ' · .· • . · : > · ' , ~ . ... • . , . 
• • . 1:.- ' . .... • . •. . -. . '.· • . ' ' . . • • ' • • • - ~· . • . • • 
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

• Notes to Consolidated Financial Statements - Continued 

(9) · Income Taxes 

No Federal income tax expense for continuing operations has been provided due to net 
. losses from results of operations for the years ended December 31, 1990, 1989 and 1988. No . 

income taxes were recorded on the gain from disposal of discontinued operations as the 
Company had available net operating loss carryforwards which were utilized to offset the 
approximate $2,351,ooo of income taxes on· the gain from the disposal. of d~scontinued 
operations for the year ended December 31, 1989. 

Cumulative net temporary differences as of December 31, 1990, 1989 .and 1988 were 
$2,800,000, $2,950,000, and $3,500,000, respectively. · These temporary _differences are 
substantia}.ly offset by net operating loss carryovers. Temporary differences are due primarily 

·.to differences in the book and tax bases of assets of the· acquired business, cfrfference in 
:-~ ·revenue n3·cognition for financial statements· and income taxes for sales of real estate,· use .of 

different depreciation methods for financial statements and income taxes, management incentive 
· .. bonuses, allowance for doubtful accounts and uniform capitalization rules applied to inventory· 
co~ts for income· tax purposes. 

· 1n 1987, the. Company adopted Financial Accounting Standards Board Statement No. 96 
a Accounting for Income Taxes.0 Adoption of Statement" No. 96 had an insignificant effect on 
the statements of operations for the year en.ded December 31, 1987. 

·As of December 31, 19SO, net operating toss carryovers for United States federal income 
tax -purposes, along with• the respective expiration dates, were as follows: ' 

Expires on -December 31: 
1991' . 

. 1992: 

1993 
1994 
1995 

· 1996. 
1997 .·· 

. . ' . . 

T , 

· Flnanclal 
Reporting 
Purposes 

Tax 
Purposes 

; 52,000 
1,006,000 

. 1,536,000 
60,000 

. 95,000 
13,094,000 . 
: 4,493,000 

· ·000,000 

• ~. '. > ··,. 
··.J·, ' ;.,~\WM .. :., ... 

. 3,492,000. 
.434,000 

, 2,344,ooo. 
·2,315;000 
.3,314,000 
. 143,000 
'5,073,000 

. 1,712;000 
·· 1,860,000 

1:610,000 

,,.·-.:~ ·' 

' "/ 

. -:·· 

:• .. ..':. 

2001 .... 
2002 . ·.:, ; .. ... 

... ·':_20042003 ·'.~.'··. -~-<~-'-' · .. 
•. • ~~. ", t •· •. 1· ~ -:.~ .'. : • 

2005· 
·, . ·~·· f .' . ·: 

,'A. 

. . - .. ~ ..... .. .: 
1.¥. ... ~.. ·. . : 

'~-.. -, ' ~ ... · .. " - . . •, . . . . ..: 
• !.. ,. :.<>-· • ·4.' 

. . . :, ~ 

. ····. 

' ~ '' . 

. · F-1.5 
··~. ,,:·1.····~ •. ~ .. :·~··:, ', .. ·.··. .... 

1.034,000. 

$t_a.:2o9:ood: ·/(-~;}d6:Jbo . 
·;.:~··.'/-: --·t .•·:·,·.··.-.~~~~~.·.·. 
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Notes to Consolidated Financial Statements - Continued 

· (9) . Income Taxes - Continued 

On the above ta>< basis net operating loss ca'rryover5, $10,899,000 was generated by the · 
Company and its subsidiaries prior to a merger on April 29, 1983 and are restricted by separate · 
return limitation year regulations. 

Investment tax credits and savings from earned depletion claims, when utilizab:e, ·will be 
accounted tor using the flow-through method. 

(1 O) Contlng•encles 
. . 

The Company is a defendant in litigation relating to the ·Kenyon subsidiary. The Trustee 
of the Kenyon bankruptcy is alleging preferential transfers and fraudulent conveyances by 
Kenyon to the Company and seeks to_ recover amounts totaling approximately $1.7 million .. The · · 
Company has .. denied it is liable to ihe Trustee and is vigorously defending . this suit. 

The Company is a third party defendant in .a lawsuit regarding environmental issues. The 
Company has denied it is liable. and is vigorously defending this suit. The Company is in 
violation of certain debt covenants with its bank lenders and debenture holders. The Company 
has been' unable. to obtain liability insurance coverage. . . ' 

.: . .. 
. • The Company is a defendant in various· litigation arising· in the normal course of business .. 

With respect to this litigation, the Company believes that it has adequate legal ·defenses and 
that the outcome will not have a material effect on the Company's consolidated Jinancial 

; position. 

(11) Going Concern 

. The aceompanying consolidated financial statements have been prepared assuming that 
the Company will continue ~s a going concern. Because of significant losses and the excess 
of current liabilities over current assets, the Company's ability to continue as a going concern · 

. is dependent on attaining future profitable operations, restructuring its finan<?ing arrangements, 
_· .. : . anq .. optaining addiUona_I ~~t_sige . ~nan~ing ·. and/or _capital. · .. M?nagem_ent is in _the. process. of .. : · : ... >; .····. 

. J>,·implementin_g a pl_an.which will dispose orcertain assets of the Co~pany tC?_generate ~dditional .· 
: . working ·._capital. .. The,, Company is also . in . the process of obtaining additional I financing . or 
• , . :· ~capltaL. _It is·not.po~sible to predict· the outcome of future operations' or whether the necessary' 

:: -alternative . financing ·or. additional capital may ~e arranged. . The . consolidated financial 
.. . ... . . . statements. 'do' not -incilude any adjustments that might result ·from the outooine· of ·this · ·,. 

· - uncertainty. , : .. · .. · · · · _ · ." _. · · · · · " 
. ... . . . • . .. . ·- .. ' ~ : ; - . ·;. . ' ·~· .. -:;.· . • ! ·.. • - . ' • . . 
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

Schedule IV 

Indebtedness Of and To Related Parties-Not Current 

Years Ended December 31, 1990 and 1989 

· Balance at 
Beginning 
of Period 

Indebtedness to 
Additions Deductions 

Year ended December 31, 1990 

Balance 
at End 

of Period 

Bentley J. Blum 990,129 (1) 990,129 

Year ended December 31, 1989 $2,041,029 2,041,029 

· ...... '. :" . :.-.· 

'.,.-·. 

' . '.· .. 

.. .. ~-

'• '··_,,.·· .. 

,. 
+. ; 

'.''.. 

", ,·, 

. :·· . .' .. ~ .•. . .. ~ · .. 
· · (1) Advances of working capital. by majorttY .shareholder . 
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES . 
• 

Schedule V 

· · Property, Plant and Equipment 

Years Ended December 31, 1990, 1989 and 1988 

Balance at 
Beginning Additions 
of Period at Cost Retirements 

Year Ended December 31 1 1990: 
.. 

Land and improvements $ '101,383 
Buildings . . 33,424 

· Machinery arid equipment 2,313,734 
Mining claims. and leases 138,431 
Deferred mine development •, 

·.costs 1,739,406 
!113261378 , 

Year Ended December 31. 1989: : 
Land and improvements · $ 101,383 

33,424 
2,313,734 

138,43'1 

Buildings · · · 
· Machinery and equipment 
Mining claims and teases 
Deferred niine development . 

costs , 2,209,985 
$4.7961957 

Year Ended December 31, 1988: .. 
Land and improvements $ 101,383 
·Buildings .· · · 33,424 
Machinery and equipment. : 2,313,734 

... Mining_ claims and leases : . ,: _, :·,:1 ~.~1 
· . '·. Deferred mine development .. : 

costs · . · ·: .·. · 

,, ',. 
'· .;'' 

• t .. • ~ '~ ;; ,.'· .' • 

',·.·: ' ( -
'.< • 

' ·, '.·.· 
'. :" .. 

· .... 

.. 
: , 2,321,058 
.$4.9081030 , , 

", '..· 

. ;., 

' r • ~ '• ' "' 

",, :· j ··~· ""j····.~. :· .-~-~::~:'.·-~·=~~·:;:: ·'.·, ";. 

-

-
·-

:. 

·-

:· ~- ~ .. ' '·. 

(1) :represent~···~eferred iease' reve~ue , , .• 
. " . ; ' . - . ' ' . . •' . " . ~ -. -

·-: : _ t : . .,.,.,. : .,: • : ~·:~. ·-~ .. ·~ . ._ ·. : .. 
·.' ' ;. ~' " 

" :: .. : F;:-18 . 
, .. , , 

, ' 
·. ·. 

.. ·'c · .... '~ .·• 

.. ,.._ ,,, 

-

.,. ... 

.. ·.· 

Other 
Changes 

(123,444)(1) 
(1231444) 

Balance 
: at End 
of Period 

101 ;383 
33,424 

2,313,734 
138,431 , 

1,615,962 
412021934 

·. ·.·101,383. 
33,424 

, 2,313,734 
138,431 , 

, (470,579) (1) 1!739,406 
(4701579) 41326,378 

- ; ~ . 

, 101,383 
~3,424. 

2,313,734 
138,431· 

"• ... 
'. (111,073) (1) , 2,209,985, ·• , . 

(1111073) , , 4,7961957 ', ·, .... 
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v 
Sched_ule VI 

. Accumulated Depreciation, Depletion and 
Amortization Of Property, Plant and Equipment 

Years Ended December 31, 1990, 1989 and 1988 

Additions 
Balance et Charged to 
Beginning Costs and 
of Period Expenses Retirements 

Year Ended o·ecember 31 1 1990: 
Land and improvements $ 3,354 589 

. Buildings 33,901 5,987' 

. Machinery and equipment 
Mining claims and leases 

370,098 7,200 

Deferred mine development 
costs 430,742 

$838,095. 13,776 

. 
· Year Ended December 31 1 1989: 

.. 

· ·• Land and improvements $ 2,765 589 
. • Buildings . 27,914 ·. 5,987 .. 
. , Mci.chinery and equipment ·. '350,097 20,001 

' ... 
·• Mining claims and leases -
. ·Deferred. mine development 

costs 318,742. 112,000 
~699,518 ·. 138,577 

Year. Ended December 31 1 1988: 
Land and improvements $ . 2, 172 · 593 

· Buildings .· 21,932. 5,982 
: . :: Machinery and equipment .. ·: .. 307,893 .·.~· '-: 4~,2~ : ·::.' 
· · · ,; Mining :claims and leases . · · 

· .Deferred mine development 
costs 

( • I 

;. 
. .,; . :: . .:· .·· .· .•. :. ~ ·• .... 

:-:·_,,. 
··.·, 

. ' .· ~· ' ... 
·- ,. • ,. ·r.;.,' ,, 

. - . 

... 175,742. 143,0bo' . 
·, $507,739 .·· - .·_ ·191,779 .... ,_ 

.,. .. 

·,·· 

. . . .. 

. ·-. ,··:- .. 

i _: 

- :·. ' 
' :. .... -.-

-Balance 
Other at End 

Changes of Period 

3,943 
- 39,888 
- . 377,298 .. 

- . 430,742. --
- 851 ,871. -· 

.·. ·., .. . .. 

... 
3,354 

.33,901 · . 
370,098 
.. . .. 

- 430,742 --- 8381095 

.;· .· ... 2765 .· . 
• I 

. 27,914 
. ~50;097.' ;::·<~ . '. 

..... ·: -· 
•< • ·'~ • 

; ' : . ; ' . . . ~-: .. • 

_-_· .. :: ·. ·:· 310.742: . 
. ,~~. ' ... ~~ 699,518 .· ·~ .. 

"; . ·;.. ,.:. ~. :- > ·.,: ••• ... 
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. FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES 

·Schedule X 

Supplementary Income. Statement Information 

Years Ended December 3f, .1990/1989 and 1988 

Charged to Costs and Expenses 
Year Ended December 31, 

Amortization of deferred 
financing costs 

Amortization of deferred 
development costs 

. ,•' , ... ~ . 

. . ' . ~ 

·'' -.- .. :. 

92,500 92,500 

·112,000 '143,000 

.-., ' 
·.'· .. ' 

·Taxes, other than payroll and income taxes, advertising costs,. maintenance and.repairs, and royal~ .. 
expenses are not set forth inasmuch as sµch\item.s :do, not ·exceec;I one percent of-total ~ales 'as·' .. : 
shown in the related. consolidated statement ()~ ~perations. < . ' ' ' ' "· . ; .. · ,. ' '' ' i . ' 
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